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BEFORE THE HONORABLE MODARABA TRIBUNAL, LAHORE

(Modaraba Jurisdiction)

Modaraba Application No. Ol ZDé 0f 2020

In the matter of First National Bank Modaraba, managed by National Bank
Modaraba Management Company Limited

Registrar Modaraba Companies and Modarabas, appointed under section 3 of
the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980
having its office at Securities and Exchange Commission of Pakistan, NIC
Building, 63-Jinnah Avenue, Islamabad.

... Petitioner

Versus

. First National Bank Medaraba, a Modaraba floated and managed by National

Bank Modaraba Management Company Limited under the Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980), having
its registered office at Ground Floor, National Bank of Pakistan, Regional Head

Quarters Building, 26 Mclagon Road, Lahore, through its Chief Executive
Officer/Directors.

. National Bank Modaraba Management Company Limited, a company

incorporated under the then Companies Ordinance, 1984 (XLVII of 1984) [Now
the Companies Act, 2017 (XIX 0f2017)], registered as a Modaraba Company under
the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980
(XXXT of 1980), having its registered office at Ground Floor, National Bank of

Pakistan, Regional Head Quarters Building, 26 Mclagon Road, Lahore through its
Chief Executive Officer/Directors.

. Abbas Azam, Chief Executive / Director, Resident of House No,. 112, Riwaz

Garden, Lahore.

+ Imran Malik, Director, Resident of House No. 12 C “g”, Street Off Khayaban-e-

Sehar, Phase VI, DHA, Karachi.
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. Rehmat Ali Hasnie, Director, Resident of House No. 88/11, Khayaban-e-Tariq,

Phase VI, DHA, Karachi.

. Jamal Baquar, Director, Resident of House No. 85, 12 Street, Khayaban-e-Sehar,

Phase VI, DHA, Karachi.

. Khawaja Waheed Raza, Director, Resident of House No. 100/7, Saint John’s

Park, Lahore Cantt.

. Jamal Naseem, Director, Resident of House No. 333, Street No. 7, PAF Falcon

Housing Scheme, Shaheed-e-Millat Road, Karachi.

. Muhammad Igbal Hussain, Director, Resident of House No. 105, Street No. 589,

Section G-13/2, Islamabad.

...... Respondents

PETITION UNDER SECTION 23 OF MODARABA COMPANIES AND
MODARABA (FLOATATION AND CONTROL) ORDINANCE, 1980,
READ WITH ALL OTHER ENABLING PROVISIONS OF THE LAW FOR
WINDING UP _OF _FIRST NATIONAL BANK MODARABA
(RESPONDENT NO. 1), FLOATED AND MANGED BY NATIONAL BANK
MODARABA COMPANY LIMITED (RESPONDED NO. 2)

Respectfully Sheweth:-

- That the names and addresses of the parties as given in the title of the Petition are

true and correct as per the record maintained by the office of the Petitioner and the
same are sufficient for the purpose of effecting service upon them.

. That the Petitioner is Registrar of Modaraba Companies and Modaraba, appointed

under section 3 of the Modaraba Companies and Modaraba (Floatation and
Control) Ordinance, 1980 (the “Ordinance”). The Petitioner, being the Registrar,
is fully conversant with the facts of this instant petition and is duly authorized to
present this Petition before this Hon’ble Court under the Ordinance.

. That the Respondent No.2, a company namely, National Bank Modaraba

Management Company Limited, (hereinafter to be referred as the “Modaraba
Company™) was primarily incorporated with the Company Registration Office
Lahore of Securities and Exchange Commission of Pakistan on August 6" 1992
vide Company Registration No. L 05372 of 1992-93 under the then Companies
Ordinance of 1984 (XL VII of 1984) [now the Companies Act, 2017 (XIX 0f2017)).
The Company was registered as Modaraba Company with the Registrar Modaraba
Companies and Modaraba on 12.10.1994 under the Modaraba Companies and

Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980) (hereinafter
referred to as “the Ordinance”).

((The copy of the Certificate of Incorporation, Registration Certificate are
appended herewith as Annexures A & B, respectively)
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. The Modaraba Company was duly authorized by the Petitioner under section 11 of
the Ordinance to float Modaraba namely; First National Bank Modaraba (the
“Modaraba”) (Respondent No. 1), subject to the conditions attached with the
Modaraba Authorization Certificate dated 07-11-1995.

{The copy of the Modaraba Authorization Certificate . . Conditions is
appended herewith as Annexure C)

. That as per latest Form-21 dated 10-11-2016 submitted by the Modaraba Company
with the Petitioner, the registered office of the Modaraba Company is reported to
be situated at Ground Floor, NBP Regional Head Quarters Building, 26 Mclagon
Road, Lahore. That as per Form-A and latest Form-29 dated 12-04-2019, the
Respondent No. 2 is CEO/Director of the Modaraba Company while Respondents
No. 3 to 8 are Directors of the Modaraba Company.

(The copy of Form 21 dated 10-11-20] 6, copy of latest Form-A of the
Modaraba Company made up to 25-04-2019 and copy of latest Form 29 dated
12-04-2019 are appended herewith as Annexures D E&F)

. That as per memorandum of the Modaraba Company, the purpose for which the
Modaraba Company was incorporated amongst others, inter alia, were:

“To initiate, sponsor, promote, Jloat, organize, manage, administer,
operate, modaraba funds and modarabas of all types and
descriptions, mutual funds, unit trust and other similar concerns
either in syndicates or otherwise Jor the purpose of undertaking all
activities which a modaraba can undertake under the law providing
that none of these enterprises would be engaged in or the Junds
thereof invested in any venture; the activities of which are contrary
10 the injunctions of Islam or which involve the element of riba in any
Jorm whatsoever... "

- The Modaraba to the effect of its business also filed its prospectus under rule 20 (2)
of the Modaraba Companies and Modaraba Rules, 1981 (the “Modaraba Rules”)

which are duly signed by the CEQ and all of the directors under the said Modaraba
Rules.

(Copy of Memorandum and Articles of Association and Prospectus are attached
as Annexures G & H)

That the authorized capital/fund of the Modaraba is Rs, 600,000,000/-, divided into
60,000,000 ordinary modaraba certificates of Rs.10/- each. While the paid-up

capital/fund of the Modaraba is Rs. 250,000,000/-, divided into 25,000,000
ordinary shares of Rs.10/-.

- That the Registrar/Petitioner, while examining the audited financial statements of
the Modaraba for the last five years summarized below had noted that the Modaraba
was running in losses for a consecutive period of five years and accumulated losses
of the Modaraba stood at Rs. 277.62 million as on June 30, 2017 against the total

Modaraba Fund of Rs. 250 million, subscribed by the holders of the Modaraba
certificates.
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! Year Ended June, June, June, June, June,
2017 2016 2015 2014 2013
Rs. in million
Paid up Fund 250 250 250 250 250
Profit/(Loss) for (71.35) [ (53.83) (122.17) | (34.21) (16.86)
the year
Un-appropriated (277.62) | (206.26) | (152.43) (30.25) (3.95)
profits/
(accumulated loss)
Accumulated 111% 83% 61% 12% -
losses in term of
percentage of Paid
up fund

10. That as mentioned above, the Modaraba has been accruing huge financial loss due

L —

to cease of its operations and lack of funds. As per half yearly accounts of the
Modaraba for the period ended December 31, 2017, the accumulated losses of the
Modaraba amounted to Rs. 276.60 million which constituted 111% of the total
Modaraba Fund (Rs. 250 million), subscribed by the holders of the Modaraba
certificates. Hence, total Modaraba fund has been eroded. The auditors of the
Modaraba (M/s. Riaz Ahmed & Company, Chartered Accountants), in their audit
report to the members for the year ended June 30, 2017 had drawn attention to note
1.1 of the annual accounts, which states that the Modaraba is no longer a going
concern, therefore, the financial statements have been prepared on the basis of
estimated realizable/ settlement values of assets and liabilities, respectively. This
resulted in recognition of additional provision of Rs. 39.07 million based on the

subjective evaluation of non-performing receivables. The note 1.1 of the Annual
Audit Report for year 2017 is as under-

“During the year, the Modaraba made an operating profit of Rupees
16.569 million, however, due to provision and impairment charged
against classified assets, the Modaraba incurred loss after taxation of Rs.
71.359 million taking the accumulated loss to Rupees 277.622 million
which exceeds the total amount subscribed by the holders of the modaraba
certificates. This may attract the provisions of section 23 of the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980. As
on the reporting date, the Modaraba's accumulated loss net of statutory
reserve is amounting to Rupees 233.666 million and its current liabilities
exceeded its current assets by Rupees 183.394 million... ... "
The same fact was reported by the statutory auditors (M/s. Horwath Hussain
Chaudhury & Co, Chartered Accountants) in their report to the members at note 1.2
of the Modaraba for the year end June 30, 2018:

“During the year, the Modaraba made loss before ‘Modaraba Company’s
Management Fee’ of Rs. 8179 million (2017: Rs. 71.360). As at the
reporting date, its current liabilities exceed its current assets by Rs.
122.862 million (2017 Rs. 183.394 million) and accumulated losses
amount to Rs. 285.801 million (2017: Rs. 277, 622 million). In purview of
consistent losses the Registrar Modaraba has issued a show cause notice
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to the Modaraba as to why should the proceedings fo wind up the
Modaraba not be initiated in terms of Section 23 (1)(i)(b) of the
Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980. These factors indicate the existence of material
uncertainties that casts significant doubts about the Modaraba’s ability
1o continue as a going concern, and therefore, it may be unable to realize
its assets and discharge its liabilities in the normal course of business..."”

The very fact has been reaffirmed and reported by the statutory auditors (M/s.
Horwath Hussain Chaudhury & Co, Chartered Accountants) in their report to the
members at note 1.2 of the Modaraba or the year end June 30, 2019:;

“During the year, the Modaraba made loss before ‘Modaraba Company s

Management Fee’ of Rs. 35.716 million (2018: Rs. 8.18). As at the
reporting date, its current liabilities exceed its current assets by Rs.
109.010 million (2018: Rs. 122.871 m't'llion) and accumulated losses
amount to Rs. 316.065 million (2018: Rs. 285.811 million) .. ...
However, in the absence of fresh equity and execution of the business
plans as intended by the management, the above factors indicate the
existence of material uncertainty that casts significant doubts about the
Modaraba’s ability to continue as a going concern, and therefore, it may
be unable to realize its assets and discharge its liabilities in the normal
course of business...”

(Copy of Financial Statement Audir Report for year end June 30, 201 7, June
30, 2018 and June 30, 2019 are attached as Annexures I, J & K)

11. That the issue of financial condition of the Modaraba and accumulated losses was
taken up by the Petitioner with the Modaraba Company multiple times. Initially,
vide letter dated May 13, 2015, the CEO of the Modaraba Company was advised
to provide management’s plan for stemming the losses and to enhance Modaraba’s
equity. Later on, in a number of meetings held with the CEO and directors of the
Modaraba Company, the worsening financial position of the Modaraba was
discussed. Despite providing sufficient time and opportunity, the Modaraba
Company and its Board of Directors failed to arrest the losses. Besides others, the
options to revive the business operations and ameliorate the financial position of
the Modaraba through injection of fresh equity or sub-ordinated funds or low cost
funding from the National Bank of Pakistan-the holding company (“NBP”) were
also discussed with the CEO but no action is taken till date.

(Copy of letter dated May 13, 2015 is attached as Annexure L)

That the Modaraba Company vide its letter dated May 11, 2017 informed the
Petitioner that the Board of Directors of NBP passed a resolution in its meeting held
on April 21, 2017, authorizing the Modaraba Company to explore appropriate
options for achieving cessation of business of the Modaraba and that of the
Modaraba Company. The options may include but not limited to winding up or
merger or seeking expression of interest, as appropriate. The CEO of the Modaraba
Company was advised vide letter dated May 30, 2017 to come up with an exit
strategy, approved by the BOD and submit the same latest by August 15, 2017.
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(Copies of letter dated May 11, 2017 and May 30, 2017 are attached as
Annexures M & N)

That the CEO of the Modaraba Company, vide his emai! dated October 13,2017
informed that the option of merger/amalgamation of the Modaraba with NBP was
discussed in a meeting of the BOD of the Modaraba Company, held on October 05,
2017, where among other things, pros and cons of the option were deliberated and
it was decided to write a formal letter to NBP’s Board of Directors in this regard.
The Modaraba Company vide letter dated December 18, 2017 informed that the

matier was submitted to the Board of Directors of NBP and their decision is still
awaited.

(Copies of email dated October 13, 2017 and letter dated December 18, 2017 are
attached as Annexures O & P)

That since June 2015, ample time and opportunities were granted to the Modaraba
Company and its directors to either revive the Modaraba or come up with a
concrete plan or strategy to arrest the increasing losses of the Modaraba, but no
positive response was ever received by the Petitioner. Keeping in view the
continuing financial losses, worsening financial conditions and poor performance
of the Modaraba, the Petitioner issued a show cause notice dated April 02, 2018 to

the Respondent No. 1 Modaraba Company and its CEO and directors, under section
23 of the Ordinance,

(Copy of the show cause notice dated April 02, 2018 is attached as Annexure Q)

That in response to the show cause notice dated April 02, 2018 issued to the
Modaraba Company and its directors, the Respondents had submitted a written
reply dated April 10, 2018 whereby the Respondents had admitted themselves that
the Modaraba has been incurring losses since 2013. Besides that, no satisfactory
response was given either by the Modaraba Company or its management but to

provide more time to decide whether the Modaraba should be kept operational or
not.

(Copy of the reply dated April 10, 2018 to the show cause notice dated April 02,
2018 is attached as Annexure R)

- That a hearing in the matter of aforesaid show cause notice was fixed by the

Petitioner in April 16, 2018. Upon request of the Respondents, the hearing was
rescheduled for June 05, 2018. On the said date, the CEO along with all directors
of the Modaraba Company (Respondent No. 2) attended the hearing. During the
hearing, the CEO of the Modaraba ‘Company admitted the contents of the show
cause notice which warranted winding-up of the Modaraba under section 23 of the
Ordinance. The CEO also informed that the parent company NBP has decided to
inject Rs. 300 million in to the Modaraba. Upon this commitment, the Petitioner
provided another opportunity to the Modaraba Company to continue and
turnaround the Modaraba by utilizing the funds to be injected by the parent
company (NBP) in the best interest of the certificate holders.

That the Modaraba Company and its consultants vide letter dated October 02, 2018
filed'a formal application dated September 04, 2018 in terms of section 83 of the




17.

18.

19.

7

Companies Act, 2017 for issuance of new modaraba certificates (other than right)
at par value of Rs. 10/~ each, valuing Rs. 300 million to NBP. In the best interest
and to support the Modaraba, the approval for issuance of other than ri ght modaraba
certificates was granted on December 03, 2018 to the Modaraba Company.

(Copies of the letter dated October 02, 2018 along with application dated
September 04, 2018 and approval dated December 03, 2018 are attached as
Annexure S & T)

That after the approval dated December 03, 2018 and subsequent correspondence
and emails exchanged between the Modaraba Company and the Petitioner’s office,
it was revealed that the National Bank of Pakistan had sought no objection
(“NOC”) of the proposed injection of funds from the State Bank of Pakistan
(“SBP>), which till date has not granted the requisite NOC,

That the Petitioner heard the Respondents in detail and considered all the relevant
facts, documents placed before it, granted sufficient time to the Modaraba Company
and Respondents No. 2 to 8 for recapitalization of the Modaraba. However, the
Respondents were completely failed to come up with any concrete plan and to fulfil
its commitment to inject the funds. The matter of injection of funds in the Modaraba
is lingering on since July, 2018. The continuous losses of the Modaraba during the
last five years have wiped out almost the entire paid up fund of the Modaraba. Due
to non-availability of working capital, entire business activities of the Modaraba
are at halt. Further, as per the annual audited accounts of the Modaraba for the year
end June 30, 2018 and June 30, 2019, the accumulated losses of the Modaraba are
continuously increasing and have reached to Rs.285,810,707/- and
Rs.316,065,303/-, respectively. The equity of the Modaraba is already negative and
there are remote chances of revival of the Modaraba and resultantly any return
accruing to the modaraba certificate holders, under the above circumstances.
Among other items, operating expenses alone of Rs. 71.81 million (2018) and Rs.

52.35 million (2019) are contributing towards further deterioration of public funds
every year.

That as per the aforesaid audited accounts and financial statements of the Modaraba
for the year end June 30, 2018 and June 30, 2019, the accumulated losses of the
Modaraba have exceeded more than fifty percent of the total amount subscribed by
the Modaraba Certificate holders. The Modaraba is, therefore, failed to arrest
further deterioration in both asset quality and performance of the Modaraba with
the result that the accumulated losses have in fact exceeded more than 100% of the
paid up fund. The Petitioner, therefore, keeping in view all the aforesaid
circumstances and record of the Modaraba, exercised its power under section 23
(1)(ii)(b) of the Ordinance and passed an order dated October 31, 2019 and declared
that as the accumulated losses of the Modaraba have exceeded more than fifty
percent of the total amount subscribed by the modaraba certificate holders, it may

be wound up in the public interest by filing an application for winding up before
this Honorable Modaraba Tribunal, Lahore

(Copy of the order dated October 31, 2019 is attached herewith as Annexure U)

20. That the Modaraba is liable to be wound-up, inter alia, on the following:
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GROUNDS

. That the Respondent Modaraba has closed its business/operation and is incurring
continued losses as mentioned in the Modaraba’s statutory Auditors’ report for year
end June 30, 2017, June 30, 2018 and June 30, 2019. The Respondent No. 2
Modaraba Company has also failed to provide any concrete plan to the Registrar
Modaraba for its revival and due to which it is observed that prima facie, the

business of the Respondent Modaraba has been suspended for the same period.

. That the statutory auditors, have categorically mentioned in their audited reports
for the years end June, 2017 to June, 2019 that the Modaraba has suspended its
business and recurring continuous losses and keeping in view its negative equity,
liabilities far exceed than its assets, non-compliances and cessation of commercial
operations of the Modaraba, cast a huge doubt on Modaraba’s ability to continue

as a going concern.

- Furthermore, the Auditors’ of the Modaraba have been giving adverse opinions in
their reports to members on the accounts for the year end June 30, 2017 to June 30,

2019 and the same was prepared keeping in view the Respondent Modaraba as a

non-going concern.

. That the management of the Modaraba Company has failed to come up with any
concrete plan for revival or recapitalization of the Modaraba despite ample

opportunities and time has already been granted to the Modaraba Company and its

management since 2015,

- That it is settled principle of law that “ a Modaraba ” is liable to be wound up under
section 23(1)(ii)(b), if the accumulated losses of the modaraba exceed fifty per cent
of the total amount subscribed by the holders of the Modaraba Certificates,

. That the substratum of the Respondent Modaraba has been lost, as the Modaraba
has admittedly closed its operation and resultantly not doing any business since

then. Reliance is placed on (PLD 199¢ SC 763).

. That the accumulated losses of the Modaraba have exceeded more than fifty percent
of the total amount subscribed by the Modaraba Certificate holders. The Modaraba
Company, therefore, failed to arrest further deterioration in both in asset quality
and performance of the Modaraba with the result that the accumulated losses have
in fact exceeded more than 100% of the paid up fund. The Modaraba, therefore, 1s

liable to be wound up under section 23(1)(ii)(b) of the Ordinance. Reliance is place
on 2009 CLD 85 Karachi.
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H. That in the circumstances mentioned above and under the provisions of the section

23 with all other applicable provisions of law, the Modaraba is liable to be wound

up.

L. That additional grounds may kindly be allowed to be raised during the proceedings

of the petition.

J. That in view of the above it is therefore in the interest of justice and also just and
equitable that the Respondent Modaraba i.e First National Bank Modaraba may
kindly be wound-up.

PRAYER:

It is, therefore, most respectfully prayed that this Honorable Court may be pleased:

A. To order the Winding-Up of the First National Bank Modaraba, managed by

National Bank Modaraba Management Company Limited under section
23(1)(ii)(b) of the Ordinance;

B. To appoint an Official Liquidator/Provisional Manager to conduct the winding-up

proceedings and perform related duties, and be directed to record the statement of
affairs of the Modaraba;

C. To order appropriate proceedings against the Chief Executive and Directors
(Respondent No. 2 to 8) of the Respondent No. 2 Modaraba Company; and

D. To pass such further order or orders and to issue all consequential and necessary
directions as this Honorable Court may deem fit and proper in the circumstances,

E. To order the Respondent No. 1 Modaraba Company to pay the costs of the instant
petition;

Any other relief which this Honorable Court deems fit and proper in the peculiar

Petitioner

Lo

(Bushra Aslam)
Registrar
Modaraba Companies and Modaraba
Securities and Exchange Commission of Pakistan,
NIC Building, 63-Jinnah Avenue,

Islamabad.




Through Counsel:

y >

Ruman Bilal

Advocate High Court
C.C. No. # P-GW-48254
CNIC: 34101-6280940-7
Mob: (0322-3110111

Certificate:
As per instructions by the Petitioner, it is the First Petition on the subject matter.
/

Advocate
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BEFORE THE HONORABLE MODARABA TRIBUNAL, LAHORE
(Modaraba Jurisdiction)

Modaraba Application No. ol D/é of 2020

In the matter of First National Bank Modaraba, managed by National Bank
Modaraba Management Company Limited

Registrar Modaraba Companies and Modarabas

Versus

National Bank Modaraba Management Company Limited etc.

PETITION UNDER SECTION 23 _OF MODARABA COMPANIES AND

MODARABA (FLOATATION AND CONTROL) ORDINANCE, 1980 READ
WITH ALL OTHER ENABLING PROVISIONS OF THE LAW FOR WINDING
UP OF RESPONDENT NO. 1 MODARABA

Affidavit of; Miss Bushra Aslam, Registrar Modaraba Companies and Modaraba, having

its office at Securities and Exchange Commission of Pakistan, NIC Building,
63-Jinnah Avenue, Islamabad

above deponent, do hereby solemnly affirm and declare as under:-

lly Sheweth:-

1. That the names and addresses of the parties as given in the title of the Petition are
true and correct as per the record maintained by the office of the Petitioner and the
same are sufficient for the purpose of effecting service upon them.

2. That the Petitioner is Registrar of Modaraba Companies and Modaraba, appointed
under section 3 of the Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980 (the “Ordinance”). The Petitioner, being the Registrar, is fully
conversant with the facts of this instant petition and is duly authorized to present
this Petition before this Hon’ble Court under the Ordinance.

3. That the Respondent No.2 company namely, National Bank Modaraba
Management Company Limited, (hereinafter to be referred as the “Modaraba
Company™) was primarily incorporated with the Company Registration Office
Lahore of Securities and Exchange Commission of Pakistan on August 6 1992
vide Company Registration No. L 05372 of 1992-93 under the then Companies
Ordinance of 1984 (XLVII of 1984) [now the Companies Act, 2017 (XIX 0of2017)).
The Company was registered as Modaraba Company with the Registrar Modaraba
Companies and Modaraba on 12.10.1994 under the Modaraba Companies and

Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 1980) (hereinafter
referred to as “the Ordinance”).
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(The copy of the Certificate of Incorporation, Registration Certificate are
appended herewith as Annexures A & B, respectively)

4. The Modaraba Company was duly authorized by the Petitioner under section 11 of
the Ordinance to float Modaraba namely; First National Bank Modaraba (the
“Modaraba”™), subject to the conditions attached with the Modaraba Authorization
Certificate dated 07-11-1995.

(The copy of the Modaraba Authorization Certificate . Conditions is
appended herewith as Annexure C)

5. That as per latest Form-21 dated 10-1 1-2016 submitted by the Modaraba Company
with the Petitioner, the registered office of the Modaraba Company is reported to
be situated at Ground Floor, NBP Regional Head Quarters Building, 26 Mclagon
Road, Lahore. That as per Form-A and latest Form-29 dated 12-04-2019, the
Respondent No. 2 is CEO/Director of the Modaraba Company while Respondents
No. 3 to 8 are Directors of the Modaraba Company.

(The copy of Form 21 dated 10-1 1-2016, copy of latest Form-4 of the Modaraba
Company made up to 25-04-2019 and copy of latest Form 29 dated 12-04-2019
are appended herewith as Annexures D E&F)

6. That as per memorandum of the Modaraba Company, the purpose for which the

< ¥ Ofr gdaraba Company was mcorporated amongst others, inter alia, were:
N Oeols 1 0774 9
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N\ 7o initiate, sponsor, promote, float, organize, manage, administer,
‘%P operate, modaraba funds and modarabas of all tpes and
=Z descriptions, mutugl Junds, unit trust and other similar concerns
either in syndicates or otherwise Jor the purpose of undertaking all
activities which a modaraba can undertake under the law providing
that none of these enlerprises would be engaged in or the JSunds
thereof invested in any venture, the activities of which are contrary
to the injunctions of Islam or which involve the element of riba in any
Jorm whatsoever....”

7. 'The Modaraba to the effect of its business also filed its prospectus under rule 20 (2)
of the Modaraba Companies and Modaraba Rules, 1981 (the “Modaraba Rules”

which are duly signed by the CEO and all of the directors under the said Modaraba
Rules.

(Copy of Memorandum and Articles of Association and Prospectus are attached
as Annexures G & H)

8. That the authorized capital/fund of the Modaraba is Rs. 600,000,000/-, divided into
60,000,000 ordinary modaraba certificates of Rs.10/- each. While the paid-up

capital/fund of the Modaraba is Rs. 250,000,000/-, divided into 25,000,000
ordinary shares of Rs.10/-,

9. That the Registrar/Petitioner, while examining the audited financial statements of
the Modaraba for the last five years summarized below had noted that the Modaraba
was running in losses for a consecutive period of five years and accumulated losses
of the Modaraba stood at Rs. 277.62 million as on June 30, 2017 against the total
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Modaraba Fund of Rs. 250 miilion, subscribed by the holders of the Modaraba

certificates.

Year Ended June, June, June, June, June,

2017 2016 2015 2014 2013
Rs. in million

Paid up Fund 250 250 250 250 250

Profit/(Loss) (71.35) | (53.83) (122.17) | (34.21) | (16.86)

for the year

Un- (277.62) | (206.26) | (1 52.43) |(30.25) (3.95)

appropriated

profits/

(accumulated

loss)

Accumulated 111% 83% 61% 12% -

losses in term

of percentage

of Paid up

fund

- That as mentioned above, the Modaraba has been accruing huge financial loss due
to cease of its operations and lack of funds. As per half yearly accounts of the
~{Modaraba for the period ended December 31, 2017, the accumulated losses of the
Modaraba amounted to Rs. 276.60 million which constituted 111% of the tota)
Modaraba Fund (Rs. 250 million), subscribed by the holders of the Modaraba
certificates. Hence, total Modaraba fund has been eroded. The auditors of the
Modaraba (M/s. Riaz Ahmed & Company, Chartered Accountants), in their audit
report to the members for the year ended June 30, 2017 had drawn attention to note
L1 of the annual accounts, which states that the Modaraba is no longer a going
concern, therefore, the financial statements have been prepared on the basis of
estimated realizable/ settlement values of assets and liabilities, respectively. This
resulted in recognition of additional provision of Rs. 39.07 million based on the
subjective evaluation of non-performing receivables. The note 1.1 of the Annual
Audit Report for year 2017 is as under-:

“During the year, the Modaraba made an operating profit of Rupees
16.569 million, however, due to provision and impairment charged
against classified assets, the Modaraba incurred loss after taxation of Rs.
71.359 million taking the accumulated loss 10 Rupees 277.622 million
which exceeds the total amount subscribed by the holders of the modaraba
certificates. This may attract the provisions of section 23 of the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980. As
on the reporting date, the Modaraba’s accumulated loss net of statutory
reserve is amounting to Rupees 233.666 million and its current liabilities
exceeded its current assets by Rupees 183.394 million... ... "
The same fact was reported by the statutory auditors (M/s. Horwath Hussain
Chaudhury & Co, Chartered Accountants) in their report to the members at note 1.2
of the Modaraba for the year end June 30, 2018:
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“During the year, the Modaraba made loss before ‘Modaraba Company's
Management Fee’ of Rs. 8179 million (2017: Rs. 71.360). As at the
reporting date, its current liabilities exceed its current assets by Rs.
122.862 million (2017: Rs. 183.394 million) and accumulated losses
amount to Rs. 285.801 million (2017: Rs. 277.622 million). In purview of
consistent losses the Registrar Modaraba has issued a show cause notice
lo the Modaraba as to why should the proceedings to wind up the
Modaraba not be initiated in terms of Section 23 (1)(ii)(b) of the
Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980. These factors indicate the existence of material
uncerlainties that casts significant doubts about the Modaraba’s ability
to continue as a going concern, and therefore, it may be unable to realize
its assets and discharge its liabilities in the normal course of business...”

The very fact has been reaffirmed and reported by the statutory auditors (M/s.
Horwath Hussain Chaudhury & Co, Chartered Accountants) in their report to the
members at note 1.2 of the Modaraba or the year end June 30, 2019:;

“During the year, the Modaraba made loss before ‘Modaraba Company’s
Management Fee’ of Rs. 35.716 million (2018: Rs. 8.18). As at the
reporting date, its current liabilities exceed its current assets by Rs.
109.010 million (2018: Rs. 122.87] million) and accumulated losses
amount 10 Rs. 316.065 million (2018: Rs. 285.811 million)... ...

However, in the absence of fresh equity and execution of the business
@Y\plans as intended by the management, the above factors indicate the
xistence of material uncertainty that casts significant doubts about the
Modaraba’s ability to continue as a 8oing concern, and therefore, it may

be unable to realize its assets and discharge its liabilities in the normal
course of business...”

(Copy of Financial Statement Audit Report for year end June 30, 201 7, June
30, 2018 and June 30, 2019 are attached as Annexures I, J & K)

11. That the issue of financial condition of the Modaraba and accumulated losses was
taken up by the Petitioner with the Modaraba Company multiple times. Initially,
vide letter dated May 13, 2015, the CEO of the Modaraba Company was advised
to provide management’s plan for stemming the losses and to enhance Modaraba’s
equity. Later on, in a number of meetings held with the CEO and directors of the
Modaraba Company, the worsening financial position of the Modaraba was
discussed. Despite providing sufficient time and opportunity, the Modaraba
Company and its Board of Directors failed to arrest the losses. Besides others, the
options to revive the business operations and ameliorate the financial position of
the Modaraba through injection of fresh equity or sub-ordinated funds or low cost
funding from the National Bank of Pakistan-the holding company (“NBP”) were
also discussed with the CEO but no action is taken till date.

(Copy of letter dated May 13, 2015 is attached as Annexure L)

That the Modaraba Company vide its letter dated May 11, 2017 informed the
Petitioner that the Board of Directors of NBP passed a resolution in its meeting held
on April 21, 2017, authorizing the Modaraba Company to explore appropriate
options for achieving cessation of business of the Modaraba and that of the
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Modaraba Company. The options may include but not limited to winding up or
merger or seeking expression of interest, as appropriate. The CEO of the Modaraba
Company was advised vide letter dated May 30, 2017 to come up with an exit
strategy, approved by the BOD and submit the same latest by August 15, 2017.

(Copies of letter dated May 11, 2017 and May 30, 2017 are attached as
Annexures M & N)

2. That the CEQ of the Modaraba Company, vide his email dated October 13, 2017
informed that the option of merger/amalgamation of the Modaraba with NBP was
discussed in a meeting of the BOD of the Modaraba Company, held on October 05,
2017, where among other things, pros and cons of the option were deliberated and
it was decided to write a formal letter to NBP’s Board of Directors in this regard.
The Modaraba Company vide letter dated December 18, 2017 informed that the

matter was submitted to the Board of Directors of NBP and their decision is still
awaited,

(Copies of email dated October 13, 2017 and letter dated December 18, 2017 are
attached as Annexures O & P)

13. That since June 2015, ample time and opportunities were granted to the Modaraba
Company and its directors to either revive the Modaraba or come up with a
concrete plan or strategy to arrest the increasing losses of the Modaraba, but no
) O;a,.f» By sitive response was ever received by the Petitioner. Keeping in view the

ZeB&tinuing financial losses, worsening financial conditions and poor performance
the Modaraba, the Petitioner issued a show cause notice dated April 02, 2018 to
 Respondent No. 1 Modaraba Company and its CEO and directors, under section

of the Ordinance.

(Copy of the show cause notice dated April 02, 2018 is attached as Annexure o)

14. That in response to the show cause notice dated April 02, 2018 issued to the
Modaraba Company and its directors, the Respondents had submitted a written
reply dated April 10, 2018 whereby the Respondents had admitted themselves that
the Modaraba has been incurring losses since 2013. Besides that, no satisfactory
response was given either by the Modaraba Company or its management but to

provide more time to decide whether the Modaraba should be kept operational or
not.

(Copy of the reply dated April 10, 2018 to the show cause notice dated April 02,
2018 is attached as Annexure R)

15. That a hearing in the matter of aforesaid show cause notice was fixed by the
Petitioner in April 16, 2018. Upon request of the Respondents, the hearing was
rescheduled for June 05, 2018. On the said date, the CEO along with all directors
of the Respondent No. 2 Modaraba Company attended the hearing. During the
hearing, the CEO of the Modaraba Company admitted the contents of the show
cause notice which warranted winding-up of the Modaraba under section 23 of the
Ordinance. The CEO also informed that the parent company NBP has decided to
inject Rs. 300 million in to the Modaraba. Upon this commitment, the Petitioner
provided another opportunity to the Modaraba Company to continue and
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turnaround the Modaraba by utilizing the funds to be injected by the parent
company (NBP) in the best interest of the certificate holders.

16. That the Modaraba Company and its consultants vide letter dated October 02, 2018
filed a formal application dated September 04, 2018 in terms of section 83 of the
Companies Act, 2017 for issuance of new modaraba certificates (other than right)
at par value of Rs. 10/- each, valuing Rs. 300 million to NBP. In the best interest
and to support the Modaraba, the approval for issuance of other than ri ght modaraba
certificates was granted on December 03, 2018 to the Modaraba Company.

(Copies of the letter dated October 02, 2018 along with application dated
September 04, 2018 and approval dated December 03, 2018 are attached as
Annexure S & T)

17. That after the approval dated December 03, 2018 and subsequent correspondence
and emails exchanged between the Modaraba Company and the Petitioner’s office,
it was revealed that the National Bank of Pakistan had sought no objection
(“NOC”) of the proposed injection of funds from the State Bank of Pakistan
(“SBP”), which till date has not granted the requisite NOC,

18. That the Petitioner heard the Respondents in detail and considered all the relevant
facts, documents placed before it, granted sufficient time to the Modaraba Company
and Respondents No. 2 to 8 for recapitalization of the Modaraba, However, the
Respondents were completely failed to come up with any concrete plan and to fulfil
its commitment to inject the funds. The matter of injection of funds in the Modaraba
is lingering on since July, 2018. The continuous losses of the Modaraba during the
ast five years have wiped out almost the entire paid up fund of the Modaraba. Due
0 non-availability of working capital, entire business activities of the Modaraba
“Ghre at halt. Further, as per the annual audited accounts of the Modaraba for the year
‘ #nd June 30,2018 and June 30, 2019, the accumulated losses of the Modaraba are
<7 continuously increasing and have reached to Rs.285,810,707/- and
" Rs.316,065,303/-, respectively. The equity of the Modaraba is already negative and
there are remote chances of revival of the Modaraba and resultantly any return
accruing to the modaraba certificate holders, under the above circumstances.
Among other items, operating expenses alone of Rs. 71.81 million (2018) and Rs.

52.35 million (2019) are contributing towards further deterioration of public funds
every year.

19. That as per the aforesaid audited accounts and financial statements of the Modaraba
for the year end June 30, 2018 and June 30, 2019, the accumulated losses of the
Modaraba have exceeded more than fifty percent of the total amount subscribed by
the Modaraba Certificate holders. The Modaraba is, therefore, failed to arrest
further deterioration in both asset quality and performance of the Modaraba with
the result that the accumulated losses have in fact exceeded more than 100% of the
paid up fund. The Petitioner, therefore, keeping in view all the aforesaid
circumstances and record of the Modaraba, exercised its power under section 23
(1)(ii)(b) of the Ordinance and passed an order dated October 31, 2019 and declared
that as the accumulated losses of the Modaraba have exceeded more than fifty
percent of the total amount subscribed by the modaraba certificate holders, it may

be wound up in the public interest by filing an application for winding up before
this Honorable Modaraba Tribunal, Lahore
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. (Copy of the order dated October 31, 2019 is attached herewith as Annexure U)

20. That the Modaraba is liable to be wound-up, inter alia, on the following:

GROUNDS

A. That the Respondent Modaraba has closed its business/operation and is incurring
continued losses as mentioned in the Modaraba’s statutory Auditors’ report for year
end June 30, 2017, June 30, 2018 and June 30, 2019. The Respondent No. 2
Modaraba Company has also failed to provide any concrete plan to the Registrar
Modaraba for its revival and due to which it is observed that prima facie, the

business of the Respondent Modaraba has been suspended for the same period.

B. That the statutory auditors, have categorically mentioned in their audited reports
for the years end June, 2017 to June, 2019 that the Modaraba has suspended its
business and recurring continuous losses and keeping in view its negative equity,
liabilities far exceed than its assets, non-compliances and cessation of commercial
operations of the Modaraba, cast a huge doubt on Modaraba’s ability to continue

as a going concern.

2”4\ urthermore, the Auditors’ of the Modaraba have been giving adverse opinions in
P
ofheir reports to members on the accounts for the year end June 30, 2017 to June 30,

<
L]
=

2019 and the same was prepared keeping in view the Respondent Modaraba as a

non-going concern.

D. That the management of the Modaraba Company has failed to come up with any
concrete plan for revival or recapitalization of the Modaraba despite ample

opportunities and time has already been granted to the Modaraba Company and its

management since 2015.

E. Thatitis settled principle of law that “a Modaraba " is liable to be wound up under
section 23(1)(ii)(b), if the accumulated losses of the modaraba exceed fifty per cent

of the total amount subscribed by the holders of the Modaraba Certificates.

F. That the substratum of the Respondent Modaraba has been lost, as the Modaraba
has admittedly closed its operation and resultantly not doing any business since

then. Reliance is placed on (PLD 1990 SC 763).

G. That the accumulated losses of the Modaraba have exceeded more than fifty percent
of the total amount subscribed by the Modaraba Certificate holders. The Modaraba
Company, therefore, failed to arrest further deterioration in both in asset quality and

performance of the Modaraba with the result that the accumulated losses have in
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fact exceeded more than 100% of the paid up fund. The Modaraba, therefore, is

liable to be wound up under section 23(1)(i1)(b) of the Ordinance. Reliance is place
on 2009 CLD 85 Karachi.

H. That in the circumstances mentioned above and under the provisions of the section
23 with all other applicable provisions of law, the Modaraba is liable to be wound

up.

L. That additional grounds may kindly be allowed to be raised during the proceedings
of the petition.

J. That in view of the above it is therefore in the interest of Justice and also just and
equitable that the Respondent Modaraba i.c First National Bank Modaraba may
kindly be wound-up.

Deponent

fwaﬂ/
Verified on oath at Lahore on this éi Jéay of ¥ay, 2020 that the contents of the above affidavit
are true and correct to the best of my knowledge and belief,

Lana

T s
Certified that D ety
Was Declareg A o b )
by Mr/mMs. F SARGCE Deponent
S/o, Dio, Wys - : 28

R/o A‘w %
Identified
CCNo: 2
Identifier js” 5 i
Date:%
’ MUHAMM RSH
ADVOCAT] SURT
& OATH & ISSIONER

wrt, Lahory,
Notification No Genh'x B.9{b) 1
Expiry Date: 06-11-2021
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CERTIFICATE OF INCORPORATION
{ Unider section 32 of the Companies Ordinance, 19854 (X1 Vil of 1984}

of 1992-93

Company Registration No L 05372

Iivereby certify that *NATIONAL BANK MODARABA MANAGEMENT

" COMPANY LIMITED®

x£i XX

is 'this day incorporated under the Companmies Ordinance, 1984
(XLVII of 1984)and that the company is limited by _shaves.

xx.

XX

Given under my hand ar_Llahore

this———-&th

day of _August, 1992,

one thou.sand nine hundred nnd__l;l_mw two

Fee Rs. Mm O LACS TWENTY PIGHT THOURAND
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. Commission of Pakistan
Islamabad
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OFFICE OF THE REGISTRAR ~ we"
MODARABA COMPANIES AND MODARARBA
STATE LIFE RUILDING 7-BLUE AREA
ISLAMABAD

MODARABA AUTHQRIZATION CERTIFICATE

Certified that having considered the application for permission
to float Modaraba under Section 8 of the Modaraba Companieé and
Modaraba (Fidatati_on and Control) Ordinance, 1980 by M/s. National
Bank Modaraba Management Company Limited and having recetved
the requisite certificate from Religious Board, and being satisfied
that it would be in the public interest so to do, I, in exercise of the
powers con_ferred under Section 11 of the Modaraba Companies and

' Modaraba (Floatation and Control) Ordinance, 1980 do, hereby grant
authorization to M/S. Natinal Bank Modaraba Management Company
Limited to float the modaraba namely Ist National Bank Modarba
subject to the conditions stated herein or those that may be
prescribed or imposed from time to time.

Issued under my signature and seal at Islamabad this 7th day
of November, 1995

»
( MUHM KHAN )

REGISTRAR
MODARABA COMPANILS & MODARABA
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CONDITIONS: f——”— 2'
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1. The modaraba shall be floated within twelve months from the
date of this authorization. "

2. The modaraba shall not undertake any business other than
those specified in the prospectus.

3. The modaraba shall not disinvest or create encumbrance in
favour of any person on any part of the investment in the modaraba.

4, The modaraba certificates shall be listed for trading in Stock
Exchange. If the application for listing of the modaraba is refused by
the Stock Exchange, the company shall forthwith repay the money
received by it from the applicants.

5. The modaraba certificates to be subscribed by the management
company and/or sponsors, of the modaraba company shall not be

transferred except with the prior written authorization of the
Registrar, '

0. No change shall be made in the directors of the modaraba
company or management of the modaraba except with the prior
written consent of the Registrar. :

7. A report about the public offer and subscription, allotment
basis, fulfillment of underwriting obligations and related matters
shall be furnished to the Registrar within two months of the date of
publication of the prospectus.

8. Dates of opening and closing of subscription lists as agreed by o

Ll

the Stock Exchange shali be incorporated in the prospectus. If these
dates go beyond three months of the date of this certificate, then the”
prospectus shall be had cleared afresh before publication.

0. Underwriting commission shall not be payable on the shares 10
be taken up by the National Investment Trust.

10. The modaraba company shall comply with the conditions, if
any, imposed by the Controller of Capital Issues in his consent order.

o

e T T

S Certifiz 0 be True Copy

N TR T N L
S A AT B L
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Details of the investment portfolio of the modaraba indicating
with reference to each individual security/share, besides other
matters, the name and face value of the securities/shares purchased,
the prices at which they were purchased, their market value as on
the last date of each half-year, percentage of holdings with reference
to the Modaraba Fund, and the total value of the individual
security/share, shall be furnished to the Registrar within one month
from the close of each half-year.

" CAR” T
l T

12. The prospectus shall be published in the press not less than
seven days and not more than thirty days before the date on which
subscription list will open. - B

13. The modaraba company shall take a decision within ten days of
~ the closure of subscription list as to what applications have been
‘accepted, and shail refund, within ten days of decision, the

application money to the applicants whose applications have not

been accepted.

14. Dates of execution of material contracts shall be incorporated in
the prospectus and verified photo copies thereof submitted to the
Registrar before issue/publication of the prospectus.

15. The modaraba company shall not engage in any business which

is of the same nature and competes with the business of the
modaraba.,

» 16. A duly signed final copy of the prospectus containing original \/
certificate of the Auditors' shall be filed with the Registrar before
Issue/publication of the prospectus.

+ 17. The company shall set aside for the modaraba, free from any

encumbrances, a portion of its paid-up capital not less than two and
a half million rupees.

18. The objects outlined in the prospectus shall be achieved and
the business operation conducted on the basis of business
arrangements and agreements as already apprpved by Religious
Board. In case any new arrangement is to be entéred Into, approval
of the Religious Board shall be obtained.

AHMED
Cputy Director

;‘l{lt_les_ a dr%xchange
1sstod of Pakist
lslathabad an

Com




- %A quarterly report duly signed by chief executive regarding
Operations of modaraba during quarter with number and nature of
agreements executed by modaraba with different parties, shall be
filed with the Registrar, by 7th of the month succeeding the quarter.

20. Future business plans, scheme, prospectus, expected rate of
return and mode of distribution of profit etc. shall be filed with
Registrar Modaraba within seven days, after a decision is made by
Board of Directors, for further issue of Modaraba Certificates.

21. The conténts of "prospectus" shall not be altered without prior
written approval of the Registrar.

22.  Five published copies of the " prospectus" along with copies of
all Newspapers in which prospectus has been advertised shall be
filed with Registrar within seven days of its publication.

23.  All Modaraba Finance/Investment (Musharika, Murabaha and

P&L) shall be subject to following conditions:-

- AN
i) Commitment not to be more than\2G6% of paid up \

fund of modaraba and 20% of the capital of any’f

company/individual etc. '

ii) The modaraba must disclose in its annual accounts \'
all finance/investment exceeding 20% of paid up /
funds,

i) It will also give in its annual accounts an aged ‘
analysis of bad and doubtful receivable along with j
efforts made to recover the same.

. . R A s T
iv) It will disclose in its annual'accotints all finande

v
taken alongwith their ut
during the year.

ili_z%ﬁon/ investment
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. o v)  Noaccommodation will be made to the Chief
Executive, Director Sponsor, Officer, their spouse,
brother or sister or any of the lineal ascendants or
descendants of the director or to firms. and
companies in which they have interest as partner,
director or shareholders. (Major shareholders in
this context would mean any person holding( 5% or

more capital). ~
i ‘ - -=r

mm—

(MUHAV\M&; NUS KHAN})

2R REGISTRAR
% MODARABA COMPANIES AND MODARABA

NaS(?BTR&gﬂfbﬂ/%de
Islamabad 7th day of November, 1995.
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FORM 21 /
THZ COMPANIES ORDINANCE . 1984
[SECTION 142]

NOTICE OF SITUATIGN OF REGISTERED OFFICE QR ANY CHANGE THEREIN

Incerporation Number

N

Name of tne Company

w

Fee Pald (RS}

=

Recelpl No

o«

of Ihe company was changed
from [previous adaress)

§. The Registered Othce of the
company Is now situeted at

61 Telephone Nas
B 2. Fax No, if any

.3 Email Address

7. With Eflecl from
[dale)

8. Signature of Chief
Executive/Secretary

9. Nama of Signalery
10. Deslgnalion
11. NIC Numbut of Signatory

12. Date (DD/MMIYY YY)

The situalion of registered office

0028051

NATIONAL BANK MODARABA MANAGEMENT COMP

Name & B-anch of the Bank
ILAHOHE. MC8 - Nila Gumbad [(176]

|soo00

£-2016-509768

5TH FLOCR, Naliona! Bank of Pakistan Reglonal Head
Quarters Building, 26 Mclagon Roed Lahare

[Ground floor NBP RHQs Buildng. |
26 Mclagon Road Lahore lahore Punjab 540000

53é'§ﬁ543—f"ﬂ [ T

[od2e0213247 "J

info@nbmodaraba com J

L .

317102016 L

All Abbees J

Secretary 1

352015858251

101112016
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THE COMPANIES ACT, 2017
THE COI\'II’ANIES (GENERAL PROVISIONS AND FORMS) REGULATIONS, 2018
[Section 130(1) and Regulation 4]

ANNUAL RETURN OF COMPANY HAVING SHARE CAPITAL

PART-1

(Please complete in typascript or in bold block capitals.)

1.}  CUIN (Registration Number) }0 IO |2 |s lO |5 ll l

12 Name of the Company NATIONAL BANK MODARABA MANAGEMENT

_ COMPANY LIMITED
13 FeooPaymentDetails 1.3.1 ChalanNo 345-62;)1129 13.2 Amount 4,300
dd mm YYYY

14 Form A made up to (2 {5 ] o {4 ] [2 [0 1 o]

1.5 Date of AGM 2715 ] [0 T+« ] 2 TeJi 19
PART-UI

Section-A
2.1 Registercd office address !
| Groung Floor NBP RHQ Building 26 Melagon Road Lahore

22 Email Address: | info@nbmodaraba.com ]
23  Office Tel. No.: | 042-99211200 |
24  Office Fax No.; 1 042-99213247 ]

2.5 Principal line of business | Modaraba Management Company

2.6 Mobile No. of Authorized officer 0346-4694997

(Chief Executive/ Director/ Company
Secretary/Chief Financial Officer)
2.7 | Authorized Share Capital
Classes and kinds of Shares No. of Shares | Amount Fuce Value
Ordinary Shares 15,000,000 150,000,000 10/~

2.8 | Paid up Share Capital
Classes and kinds of Shares No, of Shares | Amount Face Value
Ordinary Shares 10,500,000 105,000,000 10/-
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2.9 ! Particulars of the holding /subsidiary company, if any

Nanie of company Holding/Subsidiary | % of shares held

National Bank of Pakistan Holding 100%
2,10 Chief Executive Officer

Name Abbas Azam

Address 112 Riwaz Garden Lahore

NIC No 3 [5 J2 Jo T2 J2 T1 [7 (6 J2 [2 |8 |5
2.11 Chief Finsacisl Officer

Name Farah Aslam

Address 155 C Punjab Co-operative Housing Socicty Defence Road Lahoro

NIC No 3 [5 12 Jo In [5 |5 [6 (6 16 [2 [3 |6
2.12  Secretary

Name Fargh Aslam

Address 155 C Punjab Co-operative Housing Society Defeice Road Labote

NIC No 3 [s f2 Jo ftr [s [s Je 6 |6 [2 [3 [s6
2.13 Legal Advisor

Name Comelius Lane & Mufti

Address Nawa-i-Waqt House, 4- Shahrah-e-Fatima Jinnah Lahore

NIC No L r r r 11 &+ § [ 1 |

2.14  Particulars of Auditor(s)

Name

Address

Anjum Asim Shahid Rahman Chartered

Accountants

1-Inter Floor Eden Cenire,43 Jail Road Lahore

2.15

Particalars of Share Registrar {if applicable)

Name

Address

e-mail

2.16 List of Directors as on the date annual retumn is made

Namae of Director

Residential

Natlonalit NIC (Passport No, [f forelgner)

Date of
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Karachi
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Street
Khayaban e
Sehar Phase
- VI DHA
Karachi
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Waheed Raza i
Saint
John's
Park
Lahore

Canit

S.Jamat Nasim | H.N0,333, |Pakistan | 3| S| 21 O] 2! 2} 3] 21 7| 31 41 1| 91 21! o4 20| 17
Street 7, i
PAF Falcon
Housing
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Karathi

6.Muhammad House No Pakistan | 6| 1] 1] 0} 1} O 8 210100 21 81 1] 21| o4} 20! 17
Igbal Hussain 105 Streer |1
589 Sactor
G132
\slamabad

7. Mr Abbas 112, Riwaz |Pakistan (3 ]| 5} 2y 0 2| 2| 1] 7
Azam Garden

h
Y]
[X]
-]
7]

28] 02| 20| 17
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Lahore

_ Use separate sheet, [f necessary
2.17 List of members & debenture holders on the date upto which this Form is made

. S# | Folio #

Name

Addre
58

Nationali
ty

No, of
sheres
heldTeb
enture

NIC No, (Passport No. if foreigner)

o8

Natlonal Benk
of Pakistan

I.L
Chundri
gar
foad,
Karachl

10,498,500

k) 3

Khawaja
Waheed Raza

100/7
Saint
John's
Park
Lahore
Cantt

Fakistan}

Jamal Nasim

H.No.3
33,
Street
7, PAF
Falcon
Housin
[
Schem
e,
Shahee
d-e-
Millat
Road,
Karachi

Pakistank

36

Muhammad
iqbal Hussain

House

No 105

Street
589
Sector
G-13/2
Islama
bad

Debenture holders




—
NIL
Use separate sheet, if necessary
2.18 _ Transfer of shares (debentures) since last Form A was made .
S# ] Name of Transferor | Name of Number of shares Date of registration
Transferee transferred of transfer
Amir Amin National Bank of | 500 29-06-2018
Pakistan
Debepture holders
N/A
Use separate sheet, if necessary
PART-IN
8 Declaration; _
[ do hereby solemnly; and sincerely declare that the information provided in the form is:
(i) truc and correct to the best of my knowledge, in cofsonance with the record as
maintained by the Company and nothing has been concealed: and
(i) hereby reported after complying with and fulfilling all requirements under the relevant
provisions of law, rules, regulations, directives, circulars and notifications whichever is
applicable.
32 Name of Authorized Officer with [ Farah Aslam CFC
designation/ Authorized Intermediary _ Secretary
3.3 Signatures | [ ]
34 Registration No of Authorized Intermediary, if applicable L ‘|
Day Month Year
3.5 Date |0]3, IO|6|B[0]!|9]
ON. :
1, 'IheFonnshnllbemadeuptothedateoflutAGMoftheCompanyord:elastdawofme
calendar year where no AGM is held during the year.
2. UndorS.No.2.l7above,ﬂ:auggegﬂamberofshmhaldhyuchmemberdnuldhmd.
3.

Whee: the shares are of different classes the columns should be subdivided so that the number
of each class held, is sbcmlm separately against S. Nos. 2.7, 2.8 and 2.17

I the space provided in the Form is insufficient, the required information should be listed in &
separaic statoment attached to this return which should be similarly signed.
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In case a body corporate is a member, registration number may be mentioned instead of NIC
number.

In case of foreign nationals, indicate “passport number” in the space provided for “NIC No.”
Pakistani nationals will only indicate “NIC No.”

This form is to be filed within 30 days of the date indicated in 5.No.1.4.
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~
THE COMPANIES ORCINANCE, 1964
{Section 205) ’
PARTICULARS OF DIRECTORS AND OFFICERS, INCLUDING THE CHIEF EXECUTIVE, MANAGING AGENT, SECRETARY, CHIEF
ACCOUNTANT, AUDITORS AND LEGAL ADVISER, OR OF ANY CHANGE THEREIN
Plassa complete In typescript oF In bald biack capitals, '

1. CUIN (incorporation Numbaer) [G Io P l 8 lo | 3 [ + I

2. Name of the Company LNATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED ]
. Fes Pald (Rs.) ﬂﬂ““ Nams & Branch of {he Bank | MCE — Nila Gumbad, LHR~ » l

Day Month Yowr
4. Receiot No. Date a 2] | 0 Al [ 2 [1] 1] 9
M-2016-041065 1 Z| | Q 4| | 2 [ 1] 8

5 Mode of payment | Cash
(Indicate) '
8. Particulars”

Pragant Name in | NIC No or Fathers/ Usual residentiad | Designation | Nalicnality* | Business Date of Mode of

Full passport No, In Husband's addrass Occupation™* | presant appointment /

casa of Foraign Name (¥ any) appoiniment | change / any
P 1 ] or change other Remarks
{a) [0} {c] 1} {9} n i (3] U]
8.1 New appointment/sisction:
Mr, Imran Makk | 42301-4414587-5 | Mr. Mailk | Housa # 12 C "q" | Director Pakistani Service 0-07-2018 Nomiration by
Muhammad Stroet or NEP
Aglam Khan Khayaban [}
Sehar Phass V1
. DHA Karach! _
Geant Thormton NA WA 14nter fioor, Eden | Stetutory WA Ghartered Z311-2018 Appoinied by the
Anjum Rahman Cantry, 43 Jall Audhors Accountants Board
Luhors. e

6.2 Coasing of office/Retireament/Resignation:




AT0N-21 740059 MuoRammad NIT 6® Floor | Director Palistan] Sorvics 07-07-2018

Rasignation
Mr. Aamir Amin Umec | 402, Al Madina
Amin ! Pride, Fatima
Jinnsh Colony,
Jumshed Road,
Karachi —
Emet & Young NIA NIA Mail View Statutory MNA Chariieed 23-11-2018 Catusl Vacancy
Ford Rhodes Bullding,4 Bank Auditars Accountants
Sidat Hyder Squars £.0 Box firm
No 104 Lahore

6.3 Any other chwan_gc In particuiars ralsting to ¢columng {a) to () above:

[ I ] [

7. Nama of Signatory ] Farah Aslam —, 8. Dasignation | Company Secretary
Da Month h{T 3
9. Signatures of Chief
Exscutive/ Secretary - 1o.Dabs |4 (2]0[4 10J1!9
T Tt cH0 of § 15, U full AT, $CONESS A1G RBOVE Partiouiars of sach ParTIET, and 110 GItS 06 WIICh Sach DEGRMS 3 Pariner,

In casa tha rationsity is not the nationaiity of ongin, tra nationadity of origin =5 wel.
= Alsg previda pariculars of sther dicectorshios or aiices haid, If any °.
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Husanin Shab Rahiman,

Chartered Accouniants
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[THE COMPANIES ORDINANCE 1984]

MEMORANDUM OF ASSOCIATION
OF

COMPANY LIMITED

(COMPANY LIMITED BY SHARES)

~ LAy

The name of the Company is NATIONAL BANK MODARABX MAN-
ﬁGEMENT COMPANY LIMITED.

The Registered Office of the Company will be situated at Lahore In the
Frovince of Punjab.

The company will be & subsidiary of National Bank of Pakistan and the
objects for which the Company is established will be governed by the
Maodaraba Companies and Modaraba {Floatation and Controf) Ordl-
nance, 1980, the company will undertake any or all of the following
business in and outside Pakistan, axcept for any activity which are
Inconsistent with Sharia'a:

1. To initlate, sponsor, gromote, float, organise, manage, adminis-
ter, operate, modaraba funds and medarabas of ali types and
descriptlons, mutual funds, unit trusts and other similar con-
cerns either in syndicates or otherwise for the purpose of under-
taking all activities which a modarabe can undertake under the
law providing that none of these enterprises would be engaged
in or the funds thersof invested in any venture; the activities af
which are contrary to the Injunctions ¢f Islam or which involve
the slement of riba in any form whatsoever,

2. To invest or participate in end to collaborate or co-operats with
any modaraba compsny, modaraba fund, modaraba, mutuzl
fund, unit trust, and other similar congerns efther in syndicates
ar otherwise providing that none of these enterprises is or
would be engaged in or the funds thereef invested in any ven-
ture; the activities of which are contrary to the Injunctions of
Islam or Involve the element of riba in any form whatsoavar,

., —
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3. Tu act as professional, ig eiah investment and technical
consuftants and a visorg and rovide oF assist In providing of
anv_professlo_nal, . technical and managerial

. advice or assistance to any ung{a.lﬂﬁg ar enterprise whatsoey-
‘ ef. ; g
/ 4, To undertake and execute trusts of all kinds and also 10 under-

take 1he office of Attorneys and to discharge the duties and
, functions Incident thereto.

/5. To act as naminee or agent elther solely or jointly for any
) PEerson or persons, company, corporation, government, siate or
province, or of any municipal or other authority or public body,

e, To hold In trust as trustee or nominae of any parson or persons,

- company, corporation, government, state or province or of any

munjcipal or other authority of public tody and deal with,

manage and turn to account any real and personsl property of

all kinds and in particular shares, stacks, debentures, securities,

. scrips, participation term certificates, terms finance certlficates,

finance cartlficates, musharika certificates, modaraba certifi-

cates, insurance policies, boak debts, claims and choses-in-

action, lands, buildings, business concerns and undertakings,

mortgages, charges, annuities, patents, licences, and any inter-

est of whatsoever kind In real or personal property Or against
any person, company, corporation or body.

To negotiate loans and to act as agents for the loans, payment,
transmission, javestment.and collection of money, and for the
management atid reafisation of property subject 10 Companies
Ordinance, 1984, and ganarally to transact all kinds of agancy
business except Managing Agency.

' 8. To furnish and ta provide deposits and guarantee funds required
O' in relation to any tender or application far any contract, conces-

sion, decres, enactment, property or privilege, or In relation to
i‘ carrying out of any contract, concession, decree or enactment.

shares, bonds, mortgages, modaraba certiticates, pasticipation .

% To subscribe for, take, acqulre, underwrite, and deai In stocks,

v ¥ J o
/'( ¢ termeodtiticates, term tinance certificates, obligations and
7L seécurities of all ki

nds.

s ——




}0." To carry on transact_afy kind of antee and mnity
business apd any kind ef counter-guefantee and r{yndam-
nity busirass, ) (B{(v’
| X F
M. To pay, satisfy o7 compromise any claims smadé agaipst the
Company ch it may gaem expedient ta DMSfV or
compromjsg, notwithstarfling that the.sama maysiot be recov-

7

/ VO, To undertake the office af recelver, liquidator, attorney and

’ delegate, and to discharge the duties end functions incidental

o thereto under the Modaraba Companies and Modaraba (Floata-
tion and Contrgl) Ordinance, 1880,

To keep tor any company, government authority or body, any
register relating 1o any stocks, funds, shares or securities or 10
undertake any duties in relation to the registration of transfers,
the Issue of certificates or otherwlise,

To receive and hold securities and valuables of all kinds for
custody and generally to carry on the business of a saefe deposit
company, also to collect and receive all dividends, share of
profit and other payables or receivables in respact of any of the
securities so held as allowed by the Modaraba Companies and
Modaraba (Fipatatlon and Controf) Ordinance, 19B0.

To take of concur in taking ali such steps and proceedings as
may seem best calculated to uphold and support the credit of
the Company, and in particular to obtain the guarantee or
Indemnity of any company or person for the benefit of any
parson or company dealing with or concerngd in the parform-
.ance of any duty or obligation by the Company,

To purchase or otherwise acquire and undertake all or any part
of the business, property and liabilities of any person or compa-
ny carrying on any business which the Company is authorised
1o carry on, of possess property suitable for the purposes of this
Compsany.

To enter Into any arrangement with any government or authori-
ties, supreme, municipal, local or otherwise, and to obtain from
any such government of authority all rights, cancessions and
privileges that may seem conducive to the Company's objects
or any of tham. N

)
l




To enter into any partnership or into any arrangement for shar-
ing profits, unlon of interests, joint ventures, reciprocal conces-
sion or co-operation, with any person or caompany carrylng on or
engaged In or about to carry on or engage in any business or
" transaction which this Company is authorised to carry on or

angage In, or any business or transaction capable of being

onducted so as directly or indirectly to benefit this Company,
nd take or otherwise acquire, and hold shares or stocks in or
securitles of and to subsidise or otherwise assist any such
company, and to sell, hold, re-lssue, with or without guarantes,

ar otherwise deal wit| C gg%sfor securities.
Generally to purchase) Swebangé—hird or otherwise acquire any

;| real or personal proparty and any rights or privileges which the

Company may think necessary or convenient with reference to
any of these objects, or acquisition of which may seem calcu-
lated to fagjlitate the realisation of any securities held by the
Company, ar to prevent ar diminish any apprehended loss or
Wability, ar which may seam capabla of being profitably dealt
with by way «of re-sale or otherwise, and in particular any Iands,
buildings, ground rents, reversions, policies of assurance, life
-\ Interasts, chases-in-action, book debts and other assets.
%

To establish and support, or to aid in the establishment and

gupport of associations, institutions, funds, trusts and conven-
, 'iences calculated to benefit any of the employees or ex-smploy-
ees of the Campany or [ts. predecessors in business, or any of
the dependents or connections of any such persons, and to
grant panslons and allowances to any such parsons, dependents
or ¢connections and to make paymenis towards insurance there-
of raspectively, and generally to subrcribe or guarantes money
: to or for charitable or benevalent abjects, or to or for any exhi-
o bition, or to or for any public, general or useful object,

m\/ﬁ To sell or dispose of the undertaking of the Company or any
. part thereof for such conslderation as the Company thinks fit,
and in particular for shares, debentures or securities of any
other company having oblect altogether or in part similar to

those of this Company.

V/é To promote any company or companies for the purpose of
acqulring alt or any of the property, rights and liabilitles of this
Company, or for any other purpose which may seem directly or
Indirectly calculeted to beneflt this Company. ~

—y
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Toﬂ%?a-aod deal with the moneys of the Company, not
immédlately required, upon such sacurities in such manner as
may from time to time be determined.

To obtain apy Act of the Government of Pakistan for enabling
the Companiy 10 carry any of its objects into effect, or for ef-
tecting any modification of the Company's constltution, or for
any other purpese which may seem expedient and to oppose
any proceedings or applications which may seem calcutated
directly or Indirectly or prejudice the Company's Interests,

To borrow or secure the payment of money in such manner and
on such terms as may seem expedient, and in particular by the c
creation of debentures or debenture-stock, participation-tesm.
g%\ﬂ#ieeios and term finance certificates, mortgages, charges or

er sacuritieos whatsoaver, whether specific or general, and
whather perpetual or otherwise, and whether charged ar not
charged upon the whole or any part of the property of the
Company, both present and futurae.

To procure the Company 10 be recognised in any country out-
side Pakistan,

To distribute any of the assets of the Company in specle
amongst its members or any class or classes of members or any
individusl member in case of liquidation,

To pay all expenses of and incidents at the formation and
launching of the Company, and to remunerate any parties for
services rendered or promotion of the Company, or the conduct
of ts business.

To do all or any of the above things in any part of the world,
and either as principals, agents, contractors, or otherwise, and
either alone or in conjunction with others, and elther by or
through agents, sub-contractors or otherwise, and aither for
reward or gratuitously.

To sell, improve, manage, develop, exchange and enfranchise,
mortgage, dispose of, turn to account or otherwise deal with all
or any part of the property and rights of the Compeny.

A
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To carry on any other modaraba bhusiness which may seem to
the Company capable of being conveniently carried on in
connection with the above or celculated directly or indirectly to

enhance the value or render profitable any of the Company's
property or rights.

To do all such other things as are incidental or conducive to the
attainment of the ebove objects and so that the word “Compa-
ny” in the clause shall be deemed to Include any partnership or
other body of persons whether incorporated or not incorporated
and whethar domiciled in Pakistan or elsawhere, and the inten-
tion is that the objects specifiad in each paragraph in this clause
shall, except where otherwise expressed in such paragraph, be
in no way limited or restricted by reference to or inference fram
the terms of any other paragraph of this ciause or the name of
the Company.

Notwlthitandlng anything written above in this clause, the
. Company ar any_modaraba floated by it shall not engage in any
banking activity®r any activity or bustness which is coptrary to
the Injunctions of Islam or which may involve the element of
riba in any form whatsoeverawd ~* T o et as am RSP (g

Vwavn e Leans m:t-“"\whb ‘::-\ N \aiaaraadt il
X e
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W . Yhe liability of the members is limited.

%

v

SHARE CAPITAL

The Authorised Capltal of the Company is Rs. 150,000,000/- (Rupees
One hundred fifty milllon anly) divided Into 15,000,000 (Fifteen mil-
lion) shares of Rs. 10/- (Rupees Ten) each.

——
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We, the savarai persons whose names and addressas are subscribed hereto,
are desirous of being formed into a Company in pursuance of these Memo-
randum of Association and we respectively egres to take the numbaer of
shares in the capital of tha Company set opposite our respective names:

Occupation/ Ho.ol Signature

S.Na Pracent And Faihar's Presert/
Formar Hams Nawia in Fall Formaer Rosldenticl Ehares
And famname Natonallly  Addross in takan by
Fd cach
wubscriber
1. MA, INAM ELAHt Mr, Fazel Elan] Paklstant Bankar
iNomdnas of 44.D, Bock-B,
Navonat Bardk Rail Roed, PECHS,
of Pekigtan} Karsehi
2, MR, SAEED M. Shamsuddin Kezi  Pakistenl Barker
AHMED KAZI G-17/4, Block No.B
(Nomines of 23 Pk View
National Bank Apariment, Ctton,
of Pekistan) Kar
Q -
L T R
3. MR. MUHAMMED Mr. Ghuiam JBiani Pakisteni Baniar i
YAQDOR VARDAG 11 1/2A Streay,
{Nominwn of Khyaban-»-Shaheen
Natlonsl Bank Delance Housing
of Pekistan) Autherlly, Phase-5
Karachi
2 5-4/29
Gurdsy Singh Road
Queita
4. MR, ZAFAR . Gholkh Fazel Pakistani Banker on )
IQBAL SALEEM  Kstim 1) 8-Msin Guibarg, / /j‘ —
{Nominae of Lahare Z .
Hatlonst Bank) 2} H. No. 2B9,
af Paklgtan) Strant No. 14,
F=10/2, lslevnabad
t
X!
y
t

-
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o .
S5.M0.  Presam Ard Father'e Fresant/ Ceoupaten/ Naof Slpnature
Formar Name Narrve in Folt Former Rewdantial Sharwe
And Susnarme N Natonafity  Addisss n takan by
' R sach
sobacHbar
7 N et
o X
€. (MR M, JAMEEL M, Anenat A Pskistani  Bunier Wi, wd’wv'
SHEIKK C-103.5,
{Nomines of Gulshan-+-HRavi,
* Htional Bank Fuital Park,
of Pakiston) Lahars

o?t?“’

* s, DR, NAJAM Ch, Bashir Ahmad Pakdgtani Bankes //ufa :;

PERWAIZ 103A1 12th Strast *
(Nomines of - Phasa Vi .
Natonel Benk Deisnce

. of Pakdsatan) . Karachl

Nadonal Bank : } -
of Pakistan) .

- A=
7. MR. MUHAMMAD Hafi Ashim Bakhsh Pokistend
ASLAM BETHI Difizar Colony .
. . 'GNum'nn of ‘Warzsk Rosd
Natonal Benk Feaheww .
: of Pakistan) . -~ q"’
r - . 0%",.
\ 7k 35
L -t
Deted this fic) f[‘ day ot J;J"I f??l
- Wilnoss 10 shave sgnaiures:
Full Neme Father's Nams Qasupadon Full Addross Sigrature
Syed Mohanwnad . Byed Taguddin  Chartersd 91h Aloor '/’ .
uasin Agsountant Sista Lifte Bullding No.Z W
Wallate Rond
1, COMPANY REGISTRATION MO, .~ OH. 11, Chund#ger Ro
L BAKIaL NO. OF teul o . -3 e Kluehi FURg 2N
3. Nasdk OF THE LOM: ... 4 k‘”\‘b‘:_

& BRIE® DESLIGE e - - - - o DOCUNENY
1.
«CUMEWE

IWCLRUDING L5 It

$.THE DHTE ON Yool - é"’?
MW |
GISTRAK Ur e All-/

mb“‘-lthb FilBir Loy v Quiitild,
l.unukh Kb 08
) 'b
o 4 : i

De Director

‘-‘ar-runtll: stg.nd Exchange .
sion of Pakistan

lelamabed




ARTICLES OF ASSOCIATION
| OF

et

NATIONAL BANK MODARABA MANAGEMENT ,
LIMITED '

(COMPANY LIMITED BY SHARES)

PRELIMINARY

1. Subject as hereinafter provided and except where the same are incon-
.Sistent with these Articles of Association, the regulations contained in
“Table A in the First Schadule to the Companies Ordinance, 1984
thereinafter called “"Table™} shall apply to this Company.

INTERPRETATION

2. in these Articlas unless there be something in the subject ¢r context
Inconsistent therewith:

(1) "Articles” mean these Aricles of Assoclation as eriginaily fromed ‘av’
JSrom thme 1o 1ime aliered by Special Resolution.

(b} “The Authority” means the Corporaie Law Authorily constifuted -dcr )
the Ordinance. 0

) "Chainnan® means the Chairman for the time being of the Company.

(d “Chizf Executive” means the Chief Executive for the time belng of the
Company as defined in Secion 2(1) {6) of the Ordlnance.

() “The Company” means NATIONAL BANK MODARABA MAN.
AGEMENT COMFPANY LIMITELD.

(n " “Directors® mean the Directors for the time being of the Company or
the Du'e orgpeesent at o duly convened meetlng of Directors at wh
« pre.renr.
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"Member® means o persor whose name is for the iime being entered in
the Register of Members by virtue of hiy being a subscrider to the
Memorandum of Association of the Company or of his holding by allor-
ment or otherwise any share, serlp or other security which gives him a
voting right in the Company,

"Month " means calendar montk according 1o the English Catender,

“The Office” means the Registered Office for the time being of the
Company.

“The Ordinance* or e taid Ordinance” meaps "The Companies
Ordinance, 1984* as omended from time 1o time,

in person or by proxy exceed the votes if any cog against the resolu-
tion.

“Proxy” includes an atorney duly constuted under o power of atior-
ney.

“The Register*” meany the Reglster of Membery 19 be kept pursuant 1o
Section 147 of the Ordinance,

"The Seal” means the Common Seat or the Official Seal for the time
being of the Company,

“The Secretary” means the Secretary for the time being of the Compa-
ny.

“Special Resolution™ has he meanings astigned theretn by Section 2(1)
(36} of the Ordingnre.

“In Writing " and *written " (nclyde printing and lithography and any
Other mode or modes of répresenting or reproducing words In g visible
Jorm.

Words imparting the singuiar number shail include the plural numbper
and vice versa.

Words tmpariing the masculine gender shall include the feminine
gerder and vice versa, ‘

1 —
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m Bords imparting persons shall include any assoclation, company, body
corporate and corporations,

(u) The headnotes are inseried for convenlence and shall not affect the
consiruction of these Articles.

{v) Subjecr as qforesatd any words or expressions defined in the Ordinance
thall, except where the subject or context forblds, bear the same
meaning In these Arviciss.

3. The Company shall bs a PUBLIC LIMITED COMPANY

4. (1) The Authorised Capiial of the Campany is Rs. 150,000,000 (Rupees
~0ne hundred fifty million only} divided into 15,000,000 (Fifteen million
o{r, shares) of Rs. 10 (Rupees ten] each.

~

;liu The minimum subscriptlon on which the Directors may proceed to
allotment, within the meaning of Section 68 of tha Ordinance shall be
Rupees two milllon five hundred thousands {2,500,000) anly.

INCREASE AND REDUCTION OF CAPITAL

8. The Company In general meeting may from time to time by ordinary
resolutlon increase its capital by such sum to be divided into shares of
such amount as the resolution sha¥t arescribe.

6. The Company may, by special resolution, reduce its share capital In
: any manner and with, and subject to any, Ingident autharised and
consent required by law,

GENERAL MEETING

7. A General Meating may be called at any time on atlaast twentyone
days clesr notlce.

No business shall be transacted at any Ganeral Meeting unless a
quorum of Members Fsfixed-bry-BoalT ot-Direetess is present In parson
or by proxy at the time when the Meeting proceeds to business.

—
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1.

12.

13.

14.

i i hand
The instrument appointing a proxy shall be in wrlting qn_der the har
of appointer or of his attorney duly authorised in writing under its
common seal or under the hand of an officer or attornay s0 autho-
rised,

DIRECTORS

The number of Directors shall not be less than seven in accordancs
with clause 174 of Companies Ordinance, 1984,

The names of First Diractors of the Company are:
1. Mr, Inam Elahi

2. Mr. Saeed Ahmed Kazi

3,  Mr. Muhammed Yaqoob Vardagy

4, Mr. 2afar 1gbal Saleem

5. Mr. M. Jamesl Sheikh

6. Dr, Najam Perwaiz

7. Mr, Muhammad Aslam Sethi

Directors nominated by National Bank of Pakistan on the Board of
Dirgctors may be changed, substituted, terminated any time at the
discration of National Bank of Pakistan,

The Directors shall appoint & Chairman from amongst themselves who
shali be the Chairman of the Board. The Chairman shall be appointed
for such period not exceeding three years and shall roeceive such
remuneration as the Directors may detarmine.

The remuneration of a Director for attanding meetings of the Board of
Directors 1o parsons other than the regularly. paid Chiet Executlve and
fult time.working Directors shall not exceed Rs. 500/- per meeting. No
remuneration shall be paid to the Chlef Executive and other Directors

under this Articie who work whole time on remuneration for the
Company.



15.

16.

17.

18.

19.

The Company shall not advanca loan to any of i_ts Directors, to any
other concern with which such a Director is asso_cnated or intergsted in
and 1o any other company which is not a subsidiary of the Company.

The Directars may from time to time at their discretion gbtain finance
under any modas of finance as deflned In the Banking Tribunals Ordi-
nance, 1984 or atherwise raise or borrow from any Director or Direc-
tors of any other person any sum or sums of money for purposes of
the Company and may secure the sams if so desired in any manner.

Ng Director shait be disqualified from his office for contracting with
the Company elther as vendor, purchaser, or otherwise; nor shall any
such contract or arrangement entered into by or on behatf of the
Company with any company or partnesship of or In which any Director
shall be a membar or otherwise interested be avoided; nor shail any
Director so contracting of being such member or so Interested be tiable
1o account to the Company for any profit realised by gny such con-
tract or arrangement by reason only of such Director holding that
office of the fudictary relation thereby astablishad, but the nature of
the interest of such Director must be disclosed by him at the meeting
of the Board of Directors at which the contract or arrangement is
determined os, If his interest there exists or in any other case at the
first meetin? of the Directors after the acguisition of his interest. A
general notice thet a Director is # mamber of any specifiad firm or
company &nd is to ba regarded as interested In any subsequent trans-
action with such tirm or company shall as regasds any such transac-
tion be sufficient disclosure under this clause and after such generat
notice it shall not be necessary to give any special notice relating to
any particular transaction with such firm or company, provided that
any such general notice shall expire at the end of the Hnancial year in
which it Is given, but may be renewed for further period of ane finan-
cial yaear at a time, by 8 fresh notice givan in the last month of the
financial year in which it would otherwise expire.

Any Director nomina_led by National Bank of Pakistan shall automati-
cally cease to be a Diractor of the Company upon his ceasing ta be in
employment of the Natlonal Bank of Pakistan for any reason whatso-
ever including deputation to any other organisation and Regulation 5O

contained in Table A in First Schedule of the Ordi
In conjunctlon with this Article, reinance shail be read

The Seal of the Campany shall not be affixad o an instrumen
except by authority of a resolution of the Board of D‘ifrectors, am}
every instrument to which the sesi of the Company is affixed shall be
signed by two Directors or one Director and the Secretary or of soma
other person appointed by the Directors,

 o——
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24.
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The quorum necessary for the transaction of the business of the Board
of Directors may be fixed by the Directors and unless so fixed shall be
four,

A resolution in writing signed by all the Directors shall be as effective
tar all purpases as a resolution passec at 8 mesting of the Boarvd of
Directors duly convenad, held and conslituted,

.A Director may, subject to the approval of the Board of Directors,

appoint any other person to be his alternate Director during an ab-
gence of not less than three months from Pekistan and such appoint-

“ mant shall have effect and such appointee which he holds coffice as an

alternate Director shall be antitled to notice of meetings of Board of
Directors and to attend and vote there at accordingly and generally to
exercise all the rights and functions of such absent Directors subject
to any limitation or restriction in the insteument appointing him, but he
shall look to such Director solely for his remuneration and he shall ipso
facto vacate office, if and when, his appointar returns to Pakistan or
removes him by notice, in writing addressed to the Company.

The Directors may from time to time, by resolution appoint any persen
to be Secretary of the Company, and may at any time appoint &
tamporary substitute for the Seccetary, who shall be deemed to be the
Secretary during the terms of his appointment.

«The Directors, Chairman, Chief Executlve, Auditors, Secretary and

- other Officers for the time Deing of the Company. and the Trustees (if

any) for the time being acting In relation 1o any of the affairs of the
Company, and every of them and evary ol their helrs, executors and
administrators shall be indemnifled and secured harmless out of the
assets and profits of the Company from and against aif actions, costs,
charges, losses, damages and expenses, which they or any of them,
or any of their heirs, executors or administrators, shall or may incur or
sustain by or by reason of any act done, concurred in, or omitted in or
about the execution ot their duty or supposed duty, in their respective
offices or trusts, except such (if any) as they sha!l incur or sustain by
or through thelr own wilful neglects or defaults respectively, and none
of tham shall be snswerabie for the acts, receipts, naglact or default
respectively, and none of them shall be answerable for the acls, re-
ceipts, naglects or defaults of the other or others of them, or for join-
ing in any receipt for the sake of conformity or for any bankers or
other paersons with whom any money or efiecis belonging to the
Company shall or may be lodged or degasited for safe custody, or for
the insufficiency of or any deficiency in any security upon which any
moneys of or belonging ta the Company shall be placed out or Invest-
ad or for any other loss, misfortune or damage which may happen in
the execution of their respective offices or trusts, or in relation there-
to, except the same shall happen by or through their own wilful ne-
glect or default respectively. ’

.



b2

!

25,

28.

27.

28,

29

N

32

%

CHIEF EXECUTIVE

¥ i f the
rd of Directors shall appoint the Chief Executive o
ngn[?:nayf in accordince with Sections 198 and 199 of the Companies

Ordinance, 1984,

The remuneration and other terms and conditions of appointment of
Chief Executive shall be determined by Board of Directors.

The Chlef Exacutive shall exercise such powers as conferred on him
by the Board of Directors.

The Chief Executive may be removed in accordance with the provi-
slons of section 202 ui \he Companles Ordinancs, 1984,

DIVIDENDS

The Company In general meeting may declare dividends, but no divi-
dend shalt excead the amount recemmended by the Directors.

Any general meating may resolve that any money, investment or other
assels forming part of the undivided profits of the Company standin

to the cradit of the Reserva Fund and avallable for dividends, be capi-
talised and divided Into shares, and the said shares be allotted to the
existing sharaholders by way of bonus sharas at the same rate at
which dividend would be distributed among the existing sharelolders.

BOOKS AND ACCOUNTS

The Girectors shall cause to be Kept books of accounts as required
under section 230 of the ordinance,

The books of accounts shall be kept at the registered otfice of the

Company and shall be open to inspection by the Directors during
business houis. .

The Directors shall frem'time to time determine whether and 10 what
extent and at what times and places and under what conditions or
regulations the accounts and books of the Company o any of them
shall be open for the inspaction of members (not being Directors), and
no member {not being a Director) shall have any right of inspecting
any account or hook or document df the Company except as con-

ferred by law or authorised by the Di
el oo o v irectors or by the Company in

. —
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ACCOUNTS AND BALANCE SHEET

The Directors as required by Sections 233 and 236 of the Companiaes
Ordinance, shall cause to be prepared 8s to be laid before the Compa-
ny in general meeting Profit and Loss Accounts, Bafance Sheets, and
reparts of Directors and Auditors.

A Balance Sheat, Profit and Loss account, and reports referred to In

. the preceding Article shall be made out every year and laid before the

Company in general meeting made up to a date not more than six
months before such meeting.

A copy of the Balancs Sheet and Profit and Loss Account and reports
of Directors and auditors, at jeast twentyone days befors the meeting,
ghall be sent to the parsons entitled to recaive notices of general
meatings in the manner in which notices are to be given hereunder,

AUDITORS

Auditors shail be sppointed and thalr duties regulated in accordance
with Sections 262 to 255 of the Companies Ordinance or any statuto-
ry modification thereof for the time being in force.

MODARABA AND OTHER SCHEME PRELIMINARY

Evary person participating in or dealing with modaraba, modaraba
fund, mutual fund, unit or other financial scheme under "Redeemabie
Capital® as defined under clause {30-A} of sub-section (1) of section 2
of the Companles Ordinance, 1984 undertaken by the Compsny shall
be deemed 1o have notice of and be bound by the applicable regula-
tions made by tha Directors from time to time unfess he has been
adversely affected by any amendment or slteration made subsequent
to his participating or dealing with the Company.

Save as harsin or In eny regulation otherwise provided, the Company
shall be entitled to treat the registered holder of any certificates as the
absolute owner thareof and accordingly shall not, except as orderad
by a Court of campetent Jurisdiction or as by statute required be
bound to recognize any equitable or other claim to or interest In such
certlficates on the part of any other parson,
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Decision of the Directors on any matter not provided for in these
presants or in the regulations made hereunder or in the law relating to
modaraba or other financial scheme shell be final and be binding on all
certificate holders or other person dealing with the Compaony.

TRANSFER AND TRANSMISSION OF
MODARABA CERTIFICATE,

No transfer shall be regisiered unless a proper ingtrument of transfer
has been delivered to the Company. The instrument of transfer of any
modaraba or other certificates referred in clause 38 of this Article shall
be signed both by the transferor and the transieree and the transferor
shall be deemed to remain the holder of such modaraba or other cerilf-
icates until the name of the transiaree Is entered in the register In
respect thereof,

Transfer of modaraba or other certificates, referred in ¢lause 38 of this
Article, shall be effected by an instrument In the form prescribed by
the Company.

No transfer shail be made to a parson who is an infant or & person of
unsound mind, :

if the Director refuses to register a transfer of any Modaraba or other
certificate referred In clause 38 of this Article they shall within two
months after the date cn which the transfer was lodged with the
Company send to the transferee and the transfaror notice of the
refusal Indicating reason for such refusal,

Every instrument of transier shall be left at the office for registration
accompanied by the modaraba or other certificates referred In clause
38 of this Article to be transferred and such other evidence as the
Company may require 10 prove the title of the transferol, or his right
to transfer the certl/ficates,. All instruments of transfer which shall be
registered shall be relained by the Company but any instrument of
transfer which the Directors may dacline to register shall on demand,
be returned to the person depasiting the same.

A fee not exceeding Re. 1/- {Rupee One) may be charged for sach
transfer and shall it required by the Dirgctors be paid bafore the regis-
tration thereof.

— g

f:_




_*'

y %4 s

47 The transfer books and registe
holders refarred In clause 38 of t
time a3 the Directors think it an

nevwspapers elrculating in
situated.

48 .The legal heirs of a deceased certific
this Artlcle according to Sharia'a {(no
era} shall be the only persons recogn

" any ttle to the modaraba or other cer

af such certificate holder
holders of any registerad

giving twenty-one days' pri

10

and on the death

¢ of modaraba and othar certificate
his Anicle may be closed during such
d.not exceading on tha whola forfttz-r
not exceeding thirty days at any one time 8
flue day e anty ot i or notlcg by advertisement in atleast two
the Province in which the registered office is

ate holder referred in clause 38 of
t being one of several joint-hotid-
ised by the Company, 85 having
tificatas registered In the name

of ona or more of the joint-

madacaba or other certificates, the Survivors

shall be the only persons re
title to or interest in such mo

cognised by the Company 85 having any
daraba or other certificates.

-

48  Any person becoming entltled to modaraba or other certl{lcates re-
farred In clause 3B of this Articla in consequence of the death o
bankruptcy of any modaraba or other certificate holder upon producing
such evidence that ha sustains the character in respect of which he
proposes to act under this clause and of his titie thereto as the Direc-
tors think sufficlant may, with the consent of the Directars {which
thay shall not be under any obligation to give} be registered as mada-
raba or other certificate holder in respect of such modaraba or other

.-ge;ﬂflcates or may subject to the reguiations as 1o transfers herein
Ia ore contained transfer such modaraba or other certificates. This
clause is herein after referred to as the Transmission Clause.

EQ The Bosrrd of Diractors shall ablde by the provisions and conditions taid

down und
modlﬁcaﬂoﬁ‘f tt:;_g)af'pital Issues (Exemption) Order, 1967 and or any

iy ——
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We, the several pergens whose names and addresses are subscribed hereto,
are desirous of balnp formed into a Company in pursuanca of these Articles
of Associatipn and we respectively sgree to take the number of shares in the
capital of the Company set apposite our respective names:
S.No, Prazant And Fathar's Pirsand/ Oooupatonf Maof  Bignalure
Formar Nawwe Name in Bl Formmer Regidantel
And Sumame Matonality  Adkdress in
Rl
t. MA. IWAM ELAF| M, Fazal Flahi Pokistanl  + Banksr
INomines of 44-D, Block-6,
Nationsl Bank Ratl Road, PECHS,
al Plhln_ln) Kerachi
z. MR. SAERD Mr, Shemeuddin Kazl  Pekistand Bankar
AHMED XAZ| Q-17JA, Block Mo.
{Mominss ol

‘,f 23 Park View
Mationst Bank O&“ Apariment, Cidion, /
of Pakiston) (:>< - Karnchl
-

'

A MR, MUHAMMED Mr, Ghulam Jilani Pakistand Banker Son
YAQQOOS YARDAG 1) 1/2A Suesr,
(Nomines of Khysbsn-4-Shahes
Netionsl Bank (etence Housing
ol Pakistan) Autharity, Phese-B
Karaght
21 S5-4/128
Gurdast Singh Rosd
Duatia
. MR, ZAFAR Mr. Shikh Fazsl Pakisianl  Banker Teor l/
10BAL SALEEM  Karmn 1) 9-Main Gulberg. ) . /..
[Homines of Lshore ]
MNational Bank] 2) H, No. 284,
at Palirian] Sirest No, 14,

F-10/2, istamabied

-
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S.Ho.  Present And Father's P '

Formay Nama Name in. Full F Gecupetion L Slgrawre

And Sumsma armes Residondal Shaxes

. Nadocality  Addrass In aken by
fd sach
subdacher

5. MR, M. JAMEEL  Mr. Amanat A ‘ - )

SHEKN Flistant [ Barker TRy Al

(Nomdnas of C-103-8,

Nytional Benk Gulshan-s-Rev,

. Falnal Pask,
of Pakist
an Lrhore

L] DA, NAJAM Ch. Bashir Ahtaed / .l

PERWAIZ Potiotael | Barres SW o8 49 ‘B

{Norranap of . 10901 131h Suse

National Bank C N | Prese

ol Petmran} Q(‘--’ Datence

. 14 Karaghi

7. MA. MUHAMMAD Hef Rahim Bokhah  Pakletars S o

ASLAM SETHI ok -

! ® of Warnak R ___'_k-_———

Matichal Bank P oad

&t pakivtany sohewer -

' Ferad - 35w
——— -
Dated this /?-M dey of J‘JT /?YA
Wi (o above 2b
Full Nama Fathat's Namae Oogupation Full Addrees Signatura
Syed Mohammnad Sysd Taguddin ~ Chartarad 8th Acor rmot o
Husaln Agtountant Stots Lile 8yidding No,2
Walsce Road

OfF, LI, Chundriger Rosd

| B COHl ANY REGISTR ALY N Karashi
m ND, E {
‘ - g""’ f r‘""' 4

g SEi1sL DO OF LUt L., o

3, NAMLE OF tHE COMPanT
4, BRIEF DREsClifriils vk oo LOCUNENT

IWCLUDING 175 BaLiddnie - )
5. THi DATL OR Wiils f. . LUCUMEWR
REGIa 1 EREL, FILEY Ui RiEuQ e,

REGESTRAR OF + LiMF
* LaHGXRE Kateit¥
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»
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THE INVESTORS ARE ADVISED IN THEIR OWN
INTEREST TO READ THE CONTENTS OF THE
PROSPECTUS CAREFULLY ESPECIALLY THE
RISK FACTORS GIVEN AT PARA 5.10 BEFORE
MAKING ANY INVESTMENT DECISION.

= FIRST NATIONAL BANK MODARABA
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I 'l I National Bank Modaraba Management Company Limited

(A subsidiary of National Bank of Pakistan)

L UBLIC ISSUE OF 10,000,000 MODARABA CERTIFICATES
: $90UT OF A TOTAL OF 25,000,000 MODARABA CERTIFICATI

5 ) B

FiGBI gl OF RS. 10/- EACH AT PAR
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and Investment
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FIRST NATIONAL BANK MODARABA

PART 1

1.I

1.3

14

15

APPROVALS AND LISTING ON THF. STOCK EXCHANGES
APPROVAL OF THE SECURITIES & EXCHANGE COMMISSION OF PAKISTAN

Approval of the Securities & Exchange (om.nission of Pakistan (the “Commission”™) as require.d under
Section 57(1} of the Companies Ordinance, 1984 (the “Companies Ordinance™) has been obtained for
the issuance, circulation and publication f this Prospectus.

It must be distinctly understood that in giving this approval, the Securities & Exchange Commission
of Pakistan does not take any responsibility for the financial soundness of any scheme or for the
correctness of any of the statements made or opinions expressed with regard to them.

AUTHORISATION FOR THE ISSUK

Authorisation has been granted under the Modaraba Companies and Modarabas (Floatation and Control)
Ordinance, 1980 ~ (the “Modaraba Ordinance”) for the floatation of the FIRST NATIONAL BANK
MODARABA (the “Modaraba”). The Religious Board constituted under the provisions of Section 9 of
the Modaraba Ordinance has certified that the business proposed to be undertaken by the Modgaraba is not
opposed fo the injunctions of Istam.

CLEARANCE OF THE PROSPECTUS BY THE STOCK EXCHANGES

The Prospectus of the Modaraba has becn cleared by the Karachi Stock Exchange (Guarantee) Limited
(the “KSE”) and Lahore Stock Exchange (Guarantee) Limited (the “LSE™) in accordance with the
requirements under their listing regulanons. While clearing the Prospectus, the Stock Exchanges
neither guarantee the correctness of the contents of the Prospectus nor the viability of the
Modaraba.

FILING OF THE PROSPECTUS

The Modaraba Company as required under rule 20(2) of the Modaraba Companies and Modaraba Rules,
1981(the "Modaraba Rules”) has - filed wiih the Registrar of Modaraba Compaunies and Modaraba,
Islamabad (the “Registrar Modaraba™) a copy of this Prospectus signed by all the Directors of the
Modaraba together with the following documents attached thereto:

(a) Letter dated August 13, 2003 fiom M. Yousuf Adil Saleem & Co., Chartered Accountants
consenting to the issue of Prospectus, which contains in Part VI certain statements and reports
issued by them as experts (which consent has not been withdrawn) under Section 57(5) of the
Companies Ordinance.

(b} Co;iics of contracts and agreements mentioned in Part VIII of this Prospectus under Section 57(4) of
the Companies Ordinance.

(¢}  Written confirmations of the Auditors, Legal Advisor and Bankers to the Issue, mentioned in this
Prospectus consenting to act in their respective capacities, as required under Section 57(5) of the
Companizs Ordinance,

(d) Consent of Directors and Chief Executive of the Modaraba to their respective appointments being
made and their having been named or described as such Directors and Chief- Executive in this
Prospectus and the Modaraba Company has filed written confirmations of such consenis, as required
under Section 184 of the Companies Ordinance.

LISTING ON STOCK EXCHANGES

Applications have been made to the Kuarachi Stock Exchange {Guarantee) Limited and Lahore Stock
Exchange (Guarantee) Limited for permission to deal in and quotation of the certificates of the Modaraba.

If for any reason, the applications for formal listing are not accepted by the Stock Exchanges, The
National Bank Modaraba Management Company Limited {the “Modaraba Company”) undertakes to
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publish immtediately in the press a notice to that effect and thereafter to refund the lapplicatinn money to
the applicants in accordance with the provisions of Section 72 of the Companies Ordinance.

1.6 CONDITIONS IMPOSED BY REGISTRAR MODARABA ON MODARABA COMPANY

While granting registration to the Modaraba Company, the Registrar Modaraba Companies and Modaraba
on Modaraba Company had, inter alia, imposed the following conditions;

(i) The Modaraba Company shall make such investments as may be require_d in terms of the Prospectus
for floatation of a modaraba.

(i} Subscription in compliance to Section 17(3) of Modaraba Ordinance will be in nature of permanent
investment of the Modaraba Company in the Modaraba free from encumbrances for all time which
will not be disinvested during the life of the Modaraba.

{iif)y The Modaraba Company shall undertake such business as is approved by the Registrar Modaraba in
terms of the Prospectus.

(iv}) The promoters, sponsors or persons holding controlling interest shall not transfer any shares held by
them without the prior permission of the Registrar Modaraba in writing.

(v)  The Modaraba Company shall furnish its annual audited accounts along with the Directors’ Report
to the Registrar Modaraba immediately on issue of the same to the shareholders,

(vi) An amount of not less than Rs.2.> million shall be set aside apart free trom any encumbrance in
respect of each Modaraba to be floated by the Modaraba Company and that the particulars thereof
shall be furnished to the Registrar Modaraba along with the application for floatation of each
Modaraba. '

(vii) No change shall be made in the Moduraba Company's major shareholders and directors without
prior approval of the Registrar Mouaraba.

1.7 CONDITIONS IMPOSED BY THE REGISTRAR MODARABA ON THE MODARABA

{)  The total exposure of the FIRST NATIONAL BANK MODARABA to any single person or group
shall not at any point of time exceed 20% of the equity of the Modaraba,

(ii) The sponsors/promoters shall not enter into any buy-back/re-purchase agreement or any other
arrangement which involves guaranteed retums.

(ifi) A Modaraba doing leasing business shall not, without the approval in writing of the Registrar
Modaraba, purchase anything from, or sell anything to, any of its directors, officers, employees or
person who either individually or in concert with their close relatives beneficially own 10% or more
than of the equity or other securities with voting rights, if any.

(iv) A Modaraba doing leasing business shail submit quarterly reports to the Registrar Modaraba
- Islamabad in the manner prescribed. a

(v) a. A Modaraba doing leasing business shall fulfilt the conditions imposed by the C.B.R. while

approving it as a leasing company for the purposes of the 3rd schedule to the Income Tax
Ordinance, 2001,

b.  The lessee shall not sublet the lea: ed asset without consent of lessor.

-

(vi) The Modaraba shall comply with all the conditions of the Modaraba authorization Certificate of
L Registrar Modaraba. T
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2.2

2.3}

2.4

PART 11

2. MODARABA FUND AND RELATED MATTERS

2.1 MODARABA FUND

Number of Amount in
Certificates Rs.
AUTHORISED
60,000,000 Modaraba Certificates of Rs.10/- each 600,000,000

SUBSCRIBED AND PAID UP
Modaraba Certificates of Rs.10/- each
fully paid in cash hy:

Sponsors

National Bank Modaraba Management Company

7,500,000 Limited 75,000,000
Pre- IPO Placements Rupees
1,875,000 PICIC 18,750,000
1,875,000 Bank Alfalah Limited 18,750,000
1,500,000  Faysal Bank Limi:ad 15,000,000
1,500,000 The Bank of Punjab 15,000,000
375,000 Dawood Leasing Company Limited 3,750,000
375,000 Orix Investment Bank Pakistan Limited 3,750,000

7.560,000 75,000,000

PRESENT ISSULL

Now offered for subscription at par in cash, by full
payment on application, as follows:

10,000,000 General Public 100,000,000
25,000,000 TOTAL AFTER THE PRESENT ISSUE 250,000,000

The sponsors shall, all the times, retain ar least 10% pei'cent of the capital of the Modaraba.

OPENING AND CLOSING OF SUBSCRIPTION LIST

THE SUBSCRIPTION LIST WILL “INSHA ALLAH” OPEN AT THE COMMENCEMENT OF
BANKING HOURS ON THURSDAY, OCTOBER 23, 2003 AND WILL CLOSE ON FRIDAY
OCTOBER 24, 2003 AT THE CLOSE OF BANKING HOURS.

3

INVESTOR ELIGIBILITY

All Pakistani residents, provident fund/trusts, pension/gratuity funds (subject to the terms of their Trust
Deed) and corporate entities (to the exicat permitted by their constitutive or corporate docwnents, as the
case may be) are allowed to subscribe to the certificates offered to the general public.

MINIMUM AMOUNT OF APPLICATION AND BASIS OF ALLOTMENT OF MODARABA
CERTIFICATES

(a) The minimum amount of application for subscription of Modaraba Certificates is Rs.5,000/-,
(b)  Application for certificates below (he total value of Rs.5,000/- shall not be entertajned,
(¢}  Fictitious and multiple (i.e. more than one) applications are prohibited and such applicants’

money shall be liable to confiscation under Section 18-A of the Securities and Exchange
Ordinance, 1969.




»,
\

~

- _2-

FIRST NATIONAL BANK MODARABA

25

2.6

2.7

2.8

(d) Application must be made for certificates of Rs.5,000/- or in multiples thereof.

(e) Ifthe certificates to be issued to the general public are sufficient for the purpose to accommodate all
the applications, all applications shall be accommodated.

(f)  If the issue is oversubscribed both in 1e1ms of number of applications and amount, the certificates
will be allotted by conducting computer balloting in the presence of the representatives of the KSE
and LSE.

(g) 1f the issue is oversubscribed in terms of amount only, then all applications shall be accommodated
initially for certificates of Rs.5,000/- each and the balance certificates shall be allotted on pro-rata
basis to all applicants who applied for certificates in multiples of Rs.5,000/- .

(h)  Allotment of certificates will be subject to scrutiny of applications for subscription.
REFUND OF SUBSCRIPTION MONEY T{) UNSUCCESSFUL APPLICANTS

The Modaraba Company shall take a decision within 10 days of the closure of subscription list as to which
applications have been accepted or are successful and refund the money in cases of unaccepted or
unsuccessful applications within 10 days of such decision as required under the provisions of Section 71
of the Companies Ordinance.

As per sub section (2) of Section 71 of the Companies Ordinance, if the refund as required under sub
section (1) of Section 71 of the Companies Ordinance is not made within the time specified therein, the
Directors of the Modaraba Company shall be Jointly and severally liable to repay the money with
surcharge at the rate of one and a half percent for every month or part thereof, from the expiration of the
15" day, and in addition to a fine not exceeding Rs.5,000/- and in case of a continuing offence o a further
fine not exceeding Rs.100/- for every day after the said 15" day on which the default continues.

Provided that a Director shall not be liable if he proves that the default in making the refund was not due
to any misconduct or negligence on his part,

MINEMUM SUBSCRIPTION FOR ALLOTMENT

The minimum subscription on which the Directors will proceed to allot Modaraba Certificates is the full
amount of the issue of Rs. 250,000,000 (Rupees Two Hundred and Fifty Million) out of which Rs.75
million has already been subscribed in cash by the Modaraba Company.

PRINCIPAL PURPOSE OF THE USE OF SUBSCRIPTION MONEY

The detailed purpose of the use of subscription money is given under para 5.2 of Part V of this Prospectus.
Initially the main activities of First National Bank Modaraba shall be foilowing:

(a)  Arranging syndicate leasing with other leasing companies and/or extending Islamic financing to
credit worthy customers including national as well as multinational conglomerates,

(b)  Trading in the listed non-interest bearing securities both equity and non-equity instruments.
INTEREST OF CERTIFICATE HOLDERS
None of the certificate holders of the issucd certificates of the Modaraba have any special-or other interest

in the property or profit of the Modaraba other than that as holders of the certificates in the fund of the
Modaraba, except the following:

Sr. Underwriters of the Issue interested in the No. of Shares | Amount (Rs.)

No. | Underwriting Commission

1. Faysal Bank Limited 3,500,000 35,000,000

2. PICIC 2,500,000 25,000,000

3 Dawood Leasing Company Limited 2,500,000 25,000,000

4 Orix Investment Bank Pakistan ] imited 1,500,000 15,000,000
Total L 10,000,000 100,000,000

Sr. No, Arrangers & Advisors to the Issue interested in the Placement Fee

L1 Faysal Bank Limited
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2,10

ISSUE AND DESPATCH OF MODARABA CERTIFICATES

The Modaraba Company will despatch Modaraba certificates to successful applicants through their
bankers to the issue or credit to the respective Central Depository System (CDS) accounts of the
successful applicants based on the option exercised by the applicants within thirty (30) days of the closing
of subscription as per listing regulations of the Stock Exchanges.

Modaraba certificates will be issued either ir scrip-less form in the CDS or in the shape of physical scr-ips
on the basis of option exercised by the succcssful applicants. Modaraba certificates in the physical scrips
shall be despatched to the Bankers to the Issue whereas scrip-less modaraba cettificates shall be credited
through book entries in the respective CDS accounts maintained with the Central Depository Company of
Pakistan Limited (CDC).

The applicants who opt for issuance of certificates in scrip-less form in the CDS should fill in the relevant
columns of the application form.

If the National Bank Modaraba Management Company Limited makes a default in complying with the
requirements of listing regulations, it shall pay to the Stock Exchanges a penalty of Rs.500/- per day
during which the default continues. The Stock Exchanges may also notify the fact of such default and the
name of the Modaraba by notice and also by publications in its Ready-Board Quotation.

TRANSFER OF CERTIFICATES

Physical Scrips

The Directors of the Modaraba shall not retuse to transfer any fully paid certificates unless the transfer
deed for any reason is defective or invalid under the provisions of Section 77 of the Companies
Ordinance, provided that the Modaraby Company shall within 30 days from the date on which the
instrument of transfer was lodged with it, nctify the defect or invalidity to the transferee who shall, after
the removal of such defect or invalidity be entitled to re-lodge the transfer deed with the Shares Registrars

of the Modaraba,

2.11

2.12

2.13

Transfer Under Book Entry System '
The Modaraba certificates maintained witlin CDS in the book entry form, shall be tansferred in
accordance with the provisions of the Central Depositories Act, 1997 and the CDC Regulations.

CERTIFICATES ISSUED SINCE FLOATATION OF MODARABA

-Since, obtaining authorization for floatation of Modaraba on November 7, 1995, 7.500 million Modaraba

Certificates of Rs.10/- each have been issued, against subscription in cash, to the Modaraba Company,
DIVIDEND POLICY
The rights in respect of capital and dividends attached to each certificate would be the same.

The Board of Directors of the Modaraba Company may from time to time pay fo certificate holders such
interim dividend as appear to the Direclors to be justified by the profits of the Modaraba. No dividend
shall be paid otherwise than out of the profits of the Modaraba for the year or any other undistributed
profits. No unpaid dividends shall bear interest or markup against the Modaraba,

The dividend shall be paid within the peried laid down under the listing Regulation of KSE/LSE and in
the Modaraba Companies and Modaraba Rules, 1981.

MODE OF DISTRIBUTION OF PROVITS

Not less than 90% of the net income in respect of the Modaraba’s business activities, {determined after
charging the management fee upto 10% and afler setting aside the mandatory reserve as per SECP’s
Prudential Regulations for Modarabas) is proposed to be distributed at least once in every year to the
certificate holders in proportion to the number of certificates held by them. Distribution will be in the form
of cash dividends and / or bonus certificates.
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2.14

2.15

2.16

2.17

2.18

2.19

DEDUCTION OF WITHHOLDING TAX

The profit received by the Certificate holders will be subject to deduction of withholding tax on the
following basis:

) Rate
¢ Ifreceived by Public Company
and /or Insurance Company 5%

¢ Ifreceived by any other person 10%
ELIGIBILITY FOR DIVIDEND
All Modaraba Certificate holders shall be eligible for any distribution whenever declared.

Except to the extent otherwise specified by the Registrar Modaraba if any for reasons to be recorded, the
new Modaraba Certificates shall rank pari passu with the existing certificates in all matters including the
right to such bonus and dividend as may be declared subsequent to the date of issue of such new
certificates.

DEDUCTION OF ZAKAT

Dividend distribution will be subject to deduction of Zakat at source, pursuant to the provisions of the
Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

TAX EXEMPTIONS

Under Clause 100 of Part - I of the Second Schedule to the Income Tax Ordinance, 2001 the income of
the Modaraba, not arising from trading activities, will be exempt from tax subject to distribution of at least
90% of its net income to the certificate holders, after transferring requisite amount to reserves in
accordance with the Prudential Regulations for Modarabas. Provided further that with effect from the first
day of July 1999 for the purpose of determining the distribution of 90% profits, the profits distributed
through bonus certificates or shares to the certificate holders shall not be taken into account.

FUTURE CAPITALIZATION

The Modaraba may make a right or bonus issue of Modaraba Certificates, subject to approval of the
Registrar Modaraba, as deemed necessary for the business operations of the Modaraba, in accordance with
the Modaraba Ordinance and the Modaraba Rules.

EXEMPTION FROM CAPITAL GAINS
Capital gains derived from the sale of listed Modaraba Certificates are presently not liable to income tax,

pursuant to Clause (110) of Part 1 of the Second Schedule of the Income Tax Ordinance, 2001, This
exerption is presently available upto income year ending June 30, 2005,
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PART 111
3.  UNDERWRITING, COMMISSION, BROKERAGE AND EXPENSES OF THE ISSUE
3.1 UNDERWRITING
The present public issue of 10,000,000 Modaraba Certificates of Rs. 10 each, offer at par, has been fully
underwritten as under:
Names of Underwriters _ No. of Shares Amount (Rs.)
1. Faysal Bank Limited . 3,500,000 35,000,000
2. PICIC ] o 2,500,000 25,000,000
3. Dawood Leasing Company Limited 2,500,000 25,000,000
4, Orix Investment Bank Pakistan 1 imited 1,500,000 15,000,000
Total 10,000,000 100,000,000
If and to the extent, Modaraba Certificate: hereby offered are not subscribed and paid for in cash in full by
the closing of the subscription list, the underw riters shall, within 10 days of being duly called upon by the
Modaraba Company to do so, subscribe and pay for or procure subscribers to subscribe and pay in cash in
full those Modaraba Certificates not s0 sthscribed, in proportion of their underwriting commitments.
In the opinion of the Directors of the Modaraba Company, the resources of the Underwriters are sufficient
to discharge their aforesaid underwriting commitments.
3.2 NOBUY-BACK/REPURCHASE AGREEMENT
THE UNDERWRITERS HAVE NOT ENTERED INTO ANY BUY-BACK OR REPURCHASE
AGREEMENT WITH THE SPONSORS OR ANY OTHER PERSON IN RESPECT OF THIS
PUBLIC ISSUE.
3.3 UNDERWRITING COMMISSION
The underwriters have been paid underwriting commission @ 0.50% on the amount of Public Offering
underwritten by them. No take up commission shall be paid to the underwriters on the amount of issue
actually taken up by them by virtue of their respective underwriting commitments.
/ 3.4 COMMISSION TO THE BANKERS TO THE ISSUE
A commission not exceeding 0.50% of the amount collected in respect of successful applicants of the
Modaraba Certificates will be paid to the bankers to the issue for services to be rendered by them in
connection with this issue. No commission shall be paid to the bankers in respect of Modaraba Certificates
subscribed by the underwriters by virtue of their respective underwriting commitment.
3.5 BROKERAGE -

" Brokerage will be paid to the members of the Qﬁ_SE)and LSE at the rate of 1% of the paid up value of
Modaraba Certificates actually sold through them. No brokerage shail be payable in respect of Modaraba
Certificates taken up by the underwriters by virtue of their respective underwriting commitment.

3.6 EXPENSES OF THE ISSUE

The preliminary expenses payable by the Modaraba and expenses of the proposed issue to the public
inclusive of cost of organization and floatation of the Modaraba, cost of printing, publication and
distribution of this Prospectus, underwriting commission, commission to the bankers to the issue and
brokerage to the members of the Stock Fxchanges etc. are estimated not to exceed Rs,10.00 million. The
estimated preliminary expenses and expenses to the issue, as described below, shall be paid by the
Modaraba and shall be written off over 5 years.

_Expense Category Amount (Rs.)
Underwriting commission * 500,000
Commission to bankers to the issue * 500,000
Brokerage to members of the Stock Exchanges * 1,000,000
Initial and Annual Listing Fee to Stock Exchanges 807,143
Application Fee for authorization to float Modaraba 4,537,500
Securities & Exchange Commission of Pakistan processing fee 25,000
Central Depository Company Charges 75,000
Consultants 1o the Issue & Computer Services 225,000
Pre-1PO Placement Fee o 800,000 |
Other cost of printing, publishing, ad- iz 1g & distributien of the Prospectus 1,530,357

|_& Applications Form etc.

Total / 0,000,000

I v

*# Represents maximum possible expenses
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PART LV

4. ' THE MODARABA COMPANY

4.1 INTRODUCTION TO THE MANAGERS OF THE FIRST NATIONAL BANK MODARABA,
“NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED*

4.1.1 NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED was incorporated under the
Companies Ordinance 1984 on August 06, 1992, It was registered as Modaraba Management Company
under the Modaraba Ordinance on October 12, 1994,

4.1.2 NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED is a wholly owned
subsidiary of National Bank of Pakistan. National Bank is presently- operating with a network of 1204
brauches.

4.1.3 As a part of the National Bank family Modaraba Management Company will have access to financial
acumen, expertise and the National Bank’s large network. The synergy between the National Bank of
Pakistan and the Modaraba Company is cxpected to provide unique business and operational advantages
to the Modaraba Company and the Modaraba.

4.2 CAPITAL

The Authorized Capital of National Bank Moedaraba Management Company Limited is Rs. 150,000,000
divided into 15,000,000 ordinary shares of Rs. 10/- each with a paid-up capital of Rs. 105,000,000.

The investment in the Modaraba Company has been made by the National Bank of Pakistan from cutrent
account of the depositors to eliminate the element of Riba in the amount invested.

4.3 OBJECTS OF THE MODARABA COMPANY

The memorandum of association of thc Modaraba Company specifies the objects of the Modaraba
Company which are to initiate, sponsor, promote, float, organize, manage, administer and operate
Modaraba funds and Modarabas of all types and description and other similar concerns either in syndicate
or otherwise subject to the approval of Registrar of Modaraba Companies and Modaraba under the
Modaraba Conipanies & Modaraba (Floatativn & Control) Ordinance, 1980 provided that none of these
enterprises would be engaged in or the funds thereof invested in any venture, activities of which are
contraty to the injunctions of Isfam or which involve the element of riba in any form.

It is envisaged that the Modaraba Company would float a series of Modaraba for undertaking various
business ventures in accordance with Section {7 of the Modaraba Ordinance. Further, the Modaraba
Company will not compete with the business (o be carried out by the Modarabas floated by it.

4.4 THE MODARABA’S MISSION

4.4.1 The fundamental mission of the FIRST NATIONAL BANK MODARABA is to seek the pleasure of
Allah through making its humble contribution in the transformation of our mercantile and financial
system and business dealings in accordance with the principles enshrined in the Sharia. We seek Allah’s
guidance and olessing in understanding 1nd .mplementing Allah’s will in the matter of trading and Riba
in accordance with the practices of his Prophet (P.B.U.H.).

4.4.2 The fundamental issue is that Allah and His Prophet (P.B.U.H) have prohibited Riba and have blessed
trading. The FIRST NATIONAL BANK MODARABA will promote mercantile, industrial, financiat and

advisory activities in spirit of Islam and absolute submission to the will of Allah in tradition of his Prophet
(P.B.U.H). :

4.4.3 The Modaraba will maintain a close liaison with the experts and righteous Ulema-i-Din to seek guidance
and inspiration in all its activities and systems.

444 In all the business dealings of the Modaraba, its internal environment and in the inter-personal
relationship; the rights of Allah, the rights of all the Certificate holders, the rights of our investors and
customers and all others will be sincerely recognized and safeguarded.

45 PROMOTERS AND MANAGERS OF MODARABA COMPANY

The Board of Directors of the Modaraba Comnany consists of seven members representing National Bank
of Pakistan. These representative Dircitois shall ensure smooth operations and functioning of the
Modaraba.
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PART V

5. MODARABA'S OBJECTIVES, BUSINESS AND PROSPECTS

5.1 TYPE OF MODARABA

The FIRST NATIONAL BANK MODARABA is a perpetual, multi-purpose and multi-dimensional
Modaraba.

5.2 THE

(a)

(b}

MODARABA’S BUSINESS OBJECTIVES

The management of National Bank Modaraba Management Company Limited and the FIRST
NATIONAL BANK MODARABA will ensure that all the business transactions and dealings
undertaken by the Modaraba, including investments, resource mobilization, financial advisory
services and underwriting shall conform with the Sharia. The operations hereunder for which
agreemerits/ instruments/ arrangements have not been approved will be undertaken only after
obtaining approval of the instrumcnts and arrangements from the Religious Board for conducting
such operations.

The scope of Modaraba's business activities are described in the following paragraphs. All the
following operations shall be carried out strictly in accordance with Sharia and the agreements,
instruments and arrangements approved by the Religious Board from time to time. The Modaraba
shall not transact any business itseif which involves the element of ‘Riba’ directly or indirectly nor
shall participate in a business project violative of the Injunctions of Sharia,

5.2.1 FINANCE LEVERAGED TRADING

U

(i)

(iii)

Encourage entreprencurial activity by undertaking finance leveraged trading using Musharika,
Morabaha, Modaraba and other permissible Islamic modes of finance leveraged trading.

The finance leveraged trading will include following categories:

(a) Trade inventory

{b) Stores inventory

(c) Export sales orders/commitments
(d) Import commitments

{e) Local sales orders/commitments

The financial leveraged trading transactions shall be governed by the following principles:

(a) The mode of financing used <hall be Musharika, Morabaha, Modaraba or other Is'amic modes
approved by the Religious Board.

(b} Adequate supporting securitivs/guarantees will be ebtained to cover risk.

5.2.2 ISLAMIC FINANCE INSTRUMENT

Innovatively designing and issuing approved non-interest bearing Certificates of investment and
instruments of Musharika, Morabaha, Modaraba and similar profit and loss sharing schemes.

The term of these Certificates and Instruments will not be less than 30 days maturity for the
purposes of Musharika, Morabaha and Modaraba.

Trading 'n the interest free money .aark .t instruments issued by the Modaraba, its clients and others;
acting either on behalf of its clients or acting on its own account.

_ Managing the floatation of non-interest bearing commercial paper, including introduction of its

clients to non-interest bearing money market and money making activities.
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Actively promoting the creation of interest-free secondary money market and acting on behalf of its
clients or on its own account in such market.

5.2.3 EQUITY MARKET OPERATIONS

524

Trading in listed non-interest bearing securities, both equity and Quasi Equity instruments, acting
gither as intermediary or on its own account.

Providing professional analysis of non-interest bearing securities to both institutional and individual
investors, particularly to its overseas Pakistanis and foreign investors.

Public floatation and private placement of capital market instruments, including:

- Shares and stocks :
- Non-interest bearing term obligations of corporations and financial institutions.

Acting jointly or as managers in distribution of such issues and taking active part in all stages of
preparation of such issues.

Providing capital market musharika finance facilities to individuals and institutional investors.

PROJECT FINANCING

Project identification and financial engineering.

Sectorial specialization

Acting as advisors, financial agents or intermediaries for companies and financial institutiqns
{particularly Istamic finance and investmient companies), in obtaining direct non-interest bearing
syndicated financing, export/suppliers credits, leveraged leasing, leases and project finance, both
domestically and internationalty.

Assisting companies in private placement of long and shori-term Sharia based financing.

Making investments in projects through underwriting and marketing of public issues of stocks and
shares and securities, short-term and Jong-term participation certificates and term finance certificates

of varying features.

Participating in developing factory, commercial developments and property.

5.2.5 VENTURE CAPITAL

Providing seed capital to the privat. comnpanies with exceptional potential for growth und capital
restructuring with the ultimate aim being to float shares and securities of the Company to public.

Acting as co-sponsors in companies mature for floatation.

Acting as financial intermediary, raising venture capital and equity capital for new and existing
companies. '

Acting as advisors to companies in corporate or financial restructuring as well as in the preparation
of resource mobilization plans.

Rehabilitation of potentially viable but sick or near sick companies.

5.2.6 LEASING AND LEVERAGED LEASING

All types of leasing to credit worthy customers, subject always to the conditions that
liabilities/obligations of ownership vesting in the lessor shall always subsist and remain the
liabilities and obligation of the lessor.

Leveraged or co-leasing with vendors, other leasing companies, financial institutions and others.
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. Ownership of the leased assets will be vested in the Modaraba and the lessee will enjoy custody and
the use of assets as per the terms of agreement forms approved by the Religious Board.

. The rertal payable will be for the boa:fide usage of assets by the lessec.

5.2.7 OTHER ANCILLARY OBJECTIVES

. Engage in mercantile, trading, import, export, services or manufacturing enterprises of any nature,
within and outside Pakistan and to do all things necessary and consequential or incidental to further
the main objectives contained in above sections.

. Act as agents, distributors and representatives,

. Participate in the management, supcivisions or control of business within and outside Pakistan
(excluding the business of managing agency).

5.3 RESOURCF MOBILIZATION

It is planned to mobilize substantial additional resources without the element of “Riba” using the
following basic forms:

(i) Musharika

(ii) Morabaha

(i) Maodaraba

(iv) Leasing

(v) Other permissible Islamic modes

Some of the sources of resource mobilization identified are as follows:
. Suppliers and export finance cred:t on lease, Modaraba or on profit and loss sharing basis.
. Foreign currency finance Islamic mode after obtaining the approval of SBP.

. Obtaining funds from individuals, non-resident Pakistanis, national and international financial
institutions on profit and loss sharing l:asis after obtaining the approval of SBP..

. Selling/assigning leased assets.

. All the above stated resources mobilization/financing shall be obtained in conformity with the
. injunctions. of Islam and in accordance with arrangements/instruments approved by the Religious
Board from time to time.

. Active development of non-interest bearing secondary money market.

. Any other mode of resource mobilization permissible under the Sharia, with the exception of
banking business and insurance .usirvess as defined in the Banking Companies Ordinance, 1962,
and the Insurance Act, 1938 respectively. In this connection, the Modaraba will neither issue cheque
books nor accept deposits of less than 30 days.

5.4 CONFLICT OF INTEREST

(iy The Modaraba shall not make any loans or advance money to any person, except in
connection with the normal business of the Modaraba. Such loans or advances shall not be on
the basis of interest. -

(iiy The Modaraba Company or any of its directors, officers or their relatives shall not ebtain
loan, advance or credit from the funds of the Modaraba or on the security of the assets of the
Modaraba.

(iii) The directors, officers and employees of the Modaraba Company or person who beneficially
owns 10% or more of the equity of such Modaraba Company shall not withcut the prior
written approval of the Registrar of Modaraba Companies and Modaraba, enter into any
transaction with the Modaraba, This is in addition to the conditions imposed under Section 17
of the Modaraba Companies & Modaraba (Floatation & Control) Ordinance, 1980.
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5.5

5.6

5.7

58

59

|

R

(iv) The Modaraba shall not provide any accommodation, fund based or otherwise, to their
directors, chief executives and major shareholders including their spouses, parents and
children or to firms and companies in which they are interested as partners, directors or
major shareholders (major shareholder in this context would mean any person hoiding 5% or
more share capital).

RATIO OF CERTIFICATE HOLDERS' FUNDS TO LIABILITIES
Liabilities, including contingent liabilities of the Modaraba for the first two years of its operation shall not

exceed seven times of its equity. In the subsequent years the liabilities shall not exceed ten times of the
equity of the Modaraba.

TOTAL INVESTMENT IN EQUITIES
Listed Companies

The investment of Modaraba fund in listed securities shall not be more than 20% of the equity of the
Meodaraba, except shares taken up as consequence of underwriting obligation, or the Modaraba became the
absolute owner due to default of its borrowers. Modaraba shall not invest in the shares of listed company
of an amount exceeding 5% of its own equity or 10% of paid up capital of that company whichever is less.

Un Listed Companies

Modaraba may make investment in shares of un-listed companies subject to fulfillment of the following
conditions:-

(i)  Total exposure in such companies does not exceed 5% of the Modaraba’s equity;

(ii) The directors of the Modaraba company have no direct or indirect interest in the investee company;
and

lii) The investee company must have operational track record of three profitable consecutive years
) pany p
preceding the decision:

Provided that where a Modaraba is engaged in Venture Capital Financing as set out in this prospectus, this
regulation may be waived on an application made to the Registrar Modaraba.

ACQUISITION OF CONTROLLING INTEREST

Except where it is necessary to protect its investments, the Modaraba shall not seek to acquire a
controlling interest in any undertaking in which it has invested or has any other interest which would
involve the Modaraba in primary responsibility of management.

ADHERENCE TO SHARIA IN ALL MATTERS

The Modaraba shall not enter into any business, investment or other iransaction which:

(a) is repugnant to the injunctions of Islam; and
(b) involves the element of Riba either directly or indirectly.

BUSINESS PROSPECTS AND VIABILITY OF THE FIRST NATIONAL BANK MODARABA

Over the years, Pakistan has achieved over 4% average rate of economic growth'. The parallel economy is
estimated to be nearly as large as the formal cconomy. The combined economy is vibrant and offers an
excellent opportunity for investment and higher returns. :

Increasing awareness of the injunctions of Islam against “Riba" offers a special opportunity for the wide
range of Sharia based investment and financing vehicles designed by the First National Bank Modaraba.
Current financial policy of increased equity to debt ratio, non-availability of bridge finance, credit ceiling,
the privatization and deregulation program etc. offer exceptional business opportunity in the money and
capital market operations as well as the project financing. Many of the over 10,000 operational private
limited companies need financial and advisory services to usher them to take advantage of growth
potential by public floatation and venture capitalization.

'Economic survey of Pakistan 2002-2003
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5.10

5.10.1

It is believed that a large informal economy sector and parailel money market offers an opportunity for
substantial resource mobilization.

The recent entry of public sector institutions in the bond/TFCs market and consequent development of the
secondary market offers interesting opportunity for bonds/TFCs using Islamic modes.

Leasing business in Pakistan is a popular form of finance and the growth rate is impressive for the
following reasons:

(i) Additional tax benefit to the lessce.

(if)  Quick sanctions by the leasing companies. . .
(iii) Leasing is in accordance with the injunctions of Istam.
(iv) Effective security to the leasing company.

There is a large potential in the following types of leasing:

(i)  Transport vehicles.
(iiy Industrial fixed assets.
(iii) Office and Hospital equipment.

The venture capital operation offers a1 pp -tunity for the following reasons:

(i) Withdrowal of most financial in-t-tutions from equity financing.
(ii} Reduction of debt/equity ratio.

(iii) The increasing awareness of Islamic modes of financing will favour equity or quasi-equity rather
than debt,

Islamic lﬁode of financing, based on the basic tenet that Islam, encourages trade and prohibits “Riba” or
non-participative financial charges. Business is the backbone of Islamic finance. The FIRST NATIONAL
BANK MODARABA will undertake safe and profitable entreprencurial activities including joint

ventures, trading, import, export and manufacturing. This activity is expected to yield above average
return,

For Pakistanis living abroad and those living outside major urban centres, particularly in the rural areas,
the portfolio management and investment advisory services is expected to fill a major gap in the financial
services.

The experience and expertise of National Bank of Pakistan, the promoters of National Bank Modaraba
Management Company Limited, over a period of six decades in the field of banking, industry, commerce
and trade, will ensure the successful launching and operations of the Modaraba. They have a long list of
industrial and comimercial undertakings as clients including public and private companies.

A business plan of the FIRST NATIONAL BANK MODARABA is available for public inspection in the
office of NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED Lahore, a copy of
which has already been filed with the Registrar of Modaraba companies and Modaraba, Islamabad.

RISK FACTORS

The Directors wish to highlight the major risk factors, which may affect the profitability of the Modaraba,
these are:

Changes in Taxation policy

The success of the Modaraba, amongst other factors, is dependent upon the privilege of tax exemption
by the Government, which is subject to minimum distribution of 90 percent of the profit distribution to
its certificates holders. If at any stage, this exemption is withdrawn by the Government, the profitability
of the Modaraba may be affected. '

5.10.2 Geo-Political Risk

Any uncertainty from the current political events may subdue economic activity. The political risk
remains the single largest unmirijaio: risk factor, Any political unrest could uidermunc the
government's efforts (o restore investors' confidence. At the same time, intense competition for the
available business is going to put more pressure on business growth, margin and profits.
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5.10.3

5.104

5.10.5

5.10.6

5.10.7

Industrial & Economic Environment
(a) Industrial Environment

The existing Government policics arc assumed to be consistent for the foresceable future. In case
of change of Government or its policies, the overall commercial and industrial environment may
not remain attractive for the investors,

{(b) Economic Environment

A sizeable portion of Pakistan's economy is linked to international trade. In the emerging global
trade regime, manifested in World Trade Organization (WTO), our industry has no escape but to
be competitive, after free trade which may effect the profitability of financial sector including
Modaraba.

Competition in the Financial Market

The financial sector has seen a steep decline in lending rates during last fiscal year. This has resulted in
cut throat competition among the financial institutions. Financial projections have been prepared
keeping the current environmental pattern in case of any substantial change, the competition may
increase.

Business Plan

The financial projections as given in the Business Plan have been prepared by the Management
Company on the assumption that current market conditions continue to prevail. Any unforeseen events
have not been taken into account. The investors assume the risk that due to the unforeseen events the
Modaraba may not be able to maintain consistent growth.

Risk of Capital Loss

After listing of the Modaraba on the Stock Exchanges, the Certificates Holders of the Modaraba will be
able to sell or buy certificates only through the stock exchanges subsequent to initial public offer. The
promoters, the Commission or any other party does not guarantee financial soundness or success of the
business or to buy certificates from the investors at any rate. Price of certificates will depend on the
stock market behavior and performance of the Modaraba. Hence, price may rise or fall and result in
increase or decrease in the value of certificates to any extent.

Force Majeure

The future performance of the Modaraba may be affected on account of force majeure events which are
as follows: :

(a)  Natural events (each a “Natural Event”) including, but not limited to:

(i}  Any material effect of the natural calamities including fire, earthquake ectc;
(i)  Explosion or chemical contam:nation;
(iii) Epidemic or plague;
(iv) Any event or circumstance of a nature or having an effect analogous to any of the
. foregoing. '
(b} Political events (each a “Political Event”) including, but not limited to:

(i)  Acts of war (whether declared or undeclared), invasion, armed conflict or act of foreign
enemy, blockade, embargo, revolation, riot, insurrection, civil commotion, act of terrorism,
or sabotage;

(ii)  Strikes, works to rule or go-slow which are either widespread, nationwide or citywide or of
a political nature;

(iii) Radioactive contamination or ionizing radiation;

(iv) Any event or circumstance of a nature or having an effect analogous to any of the
foregoing. .

Note: It is stated that all material risk factors have been disclosed and nothing has been
concealed with respect to this Prospectus.

5.11 COMMENCEMENT OF BUSINESS OF THE MODARABA

Fuli-fledged business of the Modaraba will be started INSHA-ALLAH after the present issue and
completion of necessary formalities,
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PART VI

6.1

FINANCIAL INFORMATION

AUDITORS’ CERTIFICATE UNDER THE MODARABA COMPANIES AND MODARABA
RULES, 1981,

The Board of Directors August 13, 2003
National Bank Modaraba Management

Company Limited

National Bank Building,

26-Mclagon Road,

Lahore.

Dear Sirs

AUDITORS’ CERTIFICATE UNDER MODARABA COMPANIES AND MODARABA RULES,
1981. '

We have audited the accounts of First Naticnal Bank Modaraba for the period from July 02, 2003 upto
August 13, 2003 and in accordance with rule 20(6) read with clause 27(1) and 27(2) of part 11 of the
Fourth Schedule to the Modaraba Companies and Modaraba Rules, 1981, we report that the assets and
liabilities of First National Bank Modaraba as at August 13, 2003 were as follows-:

FIRST NATIONAL BANK MODARABA
STATEMENT OF ASSETS & LIABILITIES
AS AT AUGUST 13, 2003 :

MODARABA FUND Rupees
AUTHORISED MODARARA FUND:
60,000,000 Modaraba Certificates of Rs. 10 euch 600,000,000

SUBSCRIBED & PAID LP MODARAL-A b, iND:
7.500,000 Modaraba Certificates of Rs '0 ca:h

paid in cash 75,000,000

CREDITQORS: )

Payable to National Bank Modaraba Management Co. Ltd. 5,808,891
80,808,891

ASSETS

NON-CURRENT ASSETS:

Pre-operational expenses 5,808,891

CURRENT ASSETS:

Cash at Bank 75,000,000

80,808,891
We further report that:
(a) The Modaraba is in the process of establishment and such has not commenced operations,

balance sheet/statement of assets and liabilities have been prepared other than statement of assets
and liabilities as at August 13,2003, :

(b) There are no subsidiaries of the Modaraba.

(¢} Any proceeds or part thereof has not been applied in the purchase of any business or
property,

M. Yousﬁf Adil Saleem & Co.
Chartered Accountants
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6.2

6.3

6.4

AUDITORS’ CERTIFICATE ON CAPITAL

The Board of Directors August 13, 2003
National Bank Modaraba Management

Company Limited

National Bank Building

26-Mclagon Road

Lahore.

Dear Sirs

AUDITORS' CERTIFICATE ON CAPITAL OF
FIRST NATIONAL BANK MODARABA

~

We have examined the books of accounts and other records of the Modaraba and Teport that, in our
opinion, upto August 13, 2003 an amount of Rs. 75,000,000/- (Rupees seventy five million) has been
subscribed towards the certificate capital of the Modaraba by the sponsors:

Amount
(Rupees)

National Bank Modaraba Management Company Ltd. 75,000,000
Yours truly,

M. Yousuf Adil Saleem & Co.
Chartered Accountants

AUDITORS’ CERTIFICATE ON BREAK UP VALUE OF MODARABA CERTIFICATES

The Board of Directors August 13, 2003
National Bank Modaraba Management

Company Limited

National Bank Building

26-Mclagon Road

Lahore.

Dear Sirs
BREAK-UP VALUE OF MODARABA CERTIFICATES

Based on the audited Assets & Liabilities Statement as at August 13, 2003 the break-up value of
Modaraba Certificates of First National Bank Modaraba is Rs. 10/- each.

Yours truly,

M. Yousuf Adil Saleem & Co.
Chartered Accountants

FINANCIAL YEAR

Financial year of the FIRST NATIONAL BANK MODARABA will be July 01 to June 30.
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PART VII

7. THE MODARABA MANAGEMENT

7.1 NAME, ADDRESS DESCRIPTION DIRECTORSHIP IN
AND OCCUPATION OTHER COMPANIES
Mr. S. Ali Raza Chairman » President and Chairman of Board of
D-36, Block-3, Clifton, Karachi Directors of National Bank of Pakistan
Banker ¢ Pakistan International Bank, (UK) Ltd.
* Bank Al-Jazira, Jeddah
* National Investment Trust
* Investment Corporation of Pakistan
¢ National Discounting Services Lid,
* The Institute of Bankers
* National Institute of Banking & Finance
(Guarantee) Ltd.
¢ National Insurance Company Ltd.
e Pakistan International Airlines Corporation
¢ Khushhali Bank
* First Women Bank Ltd.
* Hub Power Company Ltd.
* Karachi Electric Supply Corporation Ltd.
o Pakistan Refinery Ltd.
Mr. Rasool Ahmed Kaleemi Director ¢ National Construction Limited
146-N, Block I, PECHS, Karachi + Pakistan Tourism Development Corp. Ltd.
Banker * NBP Exchange Company Ltd.
Mr. S. M. Rafique irector s Pakistan Agricultural Storage & Services
S-18/11, 16™ East St. Bank, Phase-I, Corporation Ltd. (PASSCO)
‘1 Executive Defence Housing + NBP Aimaty (Kazakhstan)
Authority, Karachj. s NBP Exchange Company Ltd.
Banker
Mr. Masood Karim.Sheikh Drrector * Taurus Securities Ltd.
94.2, 6" Street, Phase-6, DHA, + National Discounting Services Ltd.
Karachi * Siemens Pakistan Engineering Co Ltd
Banker ¢ Arabian Sea Country Club
¢ International Asset Management Co. Lid.
Muhammad Nusrat Vohra IDirector e Taurus Securities Ltd.
National Bank of Pakistan, Head e National Discounting Services Ltd.
Office, Karachi NBP Exchange Company Ltd.
Banker
// Mr. Faroog-ul-Hasan Chishti Director None
33/B, Gulgasht Colony, Multan
Banker
Mr. Tajammal Hussain Bokharee Director * Global Leasing Company (Pvt.) Ltd.
73-Main Gulberg, Lahore
Banker
Mr. Shafig Khan Chiet Executive s  Asian Leasing Corporation Lid.
106-G, Model Town, Lahore Officer :
Banker
Mr. Ali Raza Jaffery Chief Financial None
345/A-3, Gulberg-I11, Lahore Officer’ Company
Banker _Secretary
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7.2 INFORMATION IN RESPECT OF COMPANIES IN WHICH DIRECTORS ARE HOLDING
DIRECTORSHIP

Dividend Declared in Last Five Years

2002 | 2001 | 2000 | 1999 | 1998

1 Mr. S. Ali Raza - Chairman

1 Pakistan International Bank, (UK) Ltd. - - *N/A | *N/A *N/A

2 | Bank Al-Jazira, Jeddah - - - - -

3 | National Investment Trust 50% 3175% | 30% 10% 10%

4 | Investment Corporation of Pakistan - - - - -

5 | National Discounting Setvices Ltd. 6% 6% 6% 6% 6%

6_ | The Institute of Bankers o - - - : -

7 | National Institute of Banking & Finance

{Guarantee) Ltd. - . - - -

&_ | Naticnal Insurance Company Ltd. - - - - -

9 | Pakistan International Airlines C orporation - - - - -

10| Khushhali Bank - - - - -

11 | First Women Bank Ltd. - - - - -

12 | Hub Power Company Ltd. 76% 39% - - 70%

13 | Karachi Electric Supply Corporation Lid. - - - - -

14 | Pakistan Refinery Ltd, 62.50% 35% 25% | 25% 23%
2 Mr. R. A, Kaleemi

| National Construction Limited - - - - -

2 | Pakistan Tourism Development Corp. Ltd. - - - - -

3 NBP Exchange Company Limited - - - - -~
3 _Mr, Masood Karim Sheikh o

1 Taurus Securities Ltd. - - - - -

2 | National Discounting Services Ltd, 6% 6% 6% 6% 6%

3| Siemens Pakistan Engg Co. 1 td. 130% 130% 150% | 60% 112.5%

4_ | Arabian Sea Country Club ___ - - - - -

5__| International Asset Management Co. Ltd. - - - - -
4 Mr, S. M. Rafique

1 Pakistan Agricultural Storage & Services

Corporation Ltd. (PASSCO) **A/F - - 20% 20%

2 | NBP Almaty (Kazakhstan) **A/F *N/A *N/A | *N/A *NJA

3 | NBP Exchange Company Ltd *N/A *N/A *N/A | *N/A N/A
5 Mr, Faroog-ul-Hassan Chishti

Nil

. Tajammal Bokharee

| Global Leasing Company (Pvt,) Ltd,

7 _Mr, Nusrat Vohra
I | Taurus SecuritiesLtd. RSSOV N SRS S NN IS NS
2__| National Discounting Service . . . 6% 6% 6% 6% 6%
3 NBP Exchange Company L FN/A *N/A *N/A | *N/A *N/A

8 Mr. Shafig Khan

f' Asian Leasing Corporation Lti _

" Yot incorporated
** Accounts Finalisation in process
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7.3

7.4

7.5

PROFILE OF THE CHIEF EXECUTIVE

Mr. Shafiq Khan is the Chief Executiv¢ of National Bank Moda-\raba Management Company Limited. He
is a seasoned Banker with 18 years of diversified Banking experience.

After obtaining Bachelor & Master Degrce in Business Administration from Uni_versity_ of Texas at
Atlington USA, he joined National Bank of Pakistan and held different key _managenal positions. He has
been working with National Bank of Pakistan as General Manager Credit, General Maqager Spemal
Assets Management, Regional Operations Chief, Regional Chief Executive, Lahore. He is drawing a
salary of Rs.80,000/- per month includiug aii other benefits and allowance,

No remuneration/compensation/benefit will be paid from the assets/funds of the Modaraba to the Chief
Execulive of the Modaraba Company.

PROFILE OF THE COMPANY SECRETARY

Mr. Ali Raza Jaffery has been appointed as Company Secretary of the National Bank -Modaraba
Management Compary. He is a Chartered Accountant by profession and possesses varied experience of 6
years in financial sector and as a Company Secretary. He is entitled to privileges and benefits as per
Modaraba Company’s Policy. He is drawing a salary of Rs.70,000/- per month including all other benefits
and allowance,

No remuneration/compensation/benetitc will be paid from the assets/funds of the Modaraba to the
Company Secretary of the Modaraba Company,

ADMINISTRATION AND MANAGEMENT POLICIES

(a) The Modaraba Company shall maintain a Register of Modaraba Certificate holders and only
Certificate holders registered in the said register shall be deemed to be owners thereof.

(b) The Modaraba Company shall keep separate books of account relating to its own income and
expenditure and the income and cxpenditure of, and connected with the Modaraba or other
Modarabas. The said books of account shall be open to inspection by the Directors, Certificate
holders. Auditors of the Modarab: Company and the Auditors of the Modaraba,

(¢)  The Modaraba Company shall, within one month of the close of first, second and third quarters of
the financial year, prepare in accordance with such International Accounting Standards and other
Standards, as may be specified from time to time by notification in the official Gazette, for the
purpose by the Securities and Exchange Commission of Pakistan under sub section (3) of Section
234 of the Companies Ordinance, 1934, (XLVII of 1984), and transmit by registered post to the
Registrar Modaraba and under postal certificate to its certificate holders a profit & loss account, a
cash flow statement and a statement of changes in equity for, and a balance sheet as at the end of,
that quarter, whether audited or otherwise,

(d} Within four months of the close of the accounting year of the Modaraba, the Modaraba Company
shall prepare and circulate to the holders of Modaraba Certificates:

(i)  the annual balance sheet, a profit and loss account, a cash flow statement and a statement of
changes in equity;

(i)  areport of the Auditors as presciibed in Form X1 of the Modaraba Rules, 1981 on the balance
sheet, a profit and loss acco nt. ¢ cash flow statement and a statement of changes in cquity;

{iii) a report by the Modaraba Company on the activities and business prospects of the Modaraba
and the profits for distribution o the Certificate holders;

(iv) any other statement or information as required under the Code of Corporate Governance
and/or Listing Regulations; and

(v) any other statement or information that the Board of the Modaraba Company may like to
include,

(e) Hameed Chaudhri & Co., Chartercd Accountants, are the auditors of the Modaraba Company.,
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() M. Yousaf Adil Saleem & Co., Chartered Accountants, have given their consent to act as auditors of
the Modaraba,

The Registrar of Modaraba Companies and Modaraba, Islamabad has approved their appointment as
the auditors of the FIRST NATIONAL BANK MODARABA for the first accounting year. Their fee
will be Rs. 75,000 for the first accounting year. Modaraba auditors will be appointed and approved
on an annual basis as required under the Modaraba Ordinance and Rules.

(g) The Modaraba Company will provide office space, custodial and management services and charge a
management fee not exceeding 10% of the net annual profit of the Modaraba. The net profit shown
in the annual audited profit & loss account of the Modaraba shall form the basis for calculating the
management fee.

. {h) The Modaraba Company shall be competent to do all other acts which in its opinion may be
o necessary to promote the interest of the Certificate holders based on investment climate in Pakistan
and elsewhere and the condition of the capital market and as may be warranted by commercial
consideration in accordance with the provisions of the Modaraba Ordinance, 1980, Modaraba Ruies,
1981 and Prudential Regulations for Modarabas.
7.6 SAFEGUARDS AND INVESTMENT POLICY
¢ 7.6.1 The Modaraba’s safeguards and investment policy provides a framework to ensure that:

(i)  All the business dealings, transactions and conduct at all times conform to Sharia.

(ii) The total exposure of FIRST NATIONAL BANK MODARABA to a single person or group
shall not exceed 20% of the equity of the Modaraba,

(iii) Reasonable financial and business prudence is observed in investments, resource mobilization
and financial advisory services.

(iv) Risks are managed on sound profcssional basis.

(v} Management controls and suleguards are built in the investment and business process.

(vi} None of the types of business contemplated herein shall include directly or indirectly an
element of ‘riba’ and no business or transaction shall in any way be violative of the
Injunctions of Islam. Before undertaking any such business as contemplated herein the precise
nature of the business as well as the arrangements and instruments through which the business

will be undertaken shall be submitted to the Religious Board for its approval.

vii) Risks will be minimized by diversification of leased assets portfolio and other investments
b p
portfolio and by not dealing exclusively with any one institution or organization.

(viii) The quality of credit will be closely monitored and following credit policy will apply:

- ali lease/credit proposals will be approved by the credit committee constituted by
Modaraba company; and

- all such approved lease/credit proposals will be placed before Modaraba Company’s
Board of Directors on a regular basis for ratification.

Credit worthiness of lessees.

Potential lessees, will be thoroughly vetted before signing the lease agreement and handing
over of the asset

Credit worthiness of the lessee will be determined according to the following criteria:
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\/ 7.6.2

i

{ix)
(x)

(2)  an analysis of the potential lessees audited accounts, The lessee may either be a

- private limited company

- public limited company

- branch company o1 } artnership
- high net worth individual

Particular refetence will be made to the Debt Equity ratio, the current ratios and the liquid
ratios. It would be examined that the auditors report is ¢clean and is in line with the industry as
a whole.

(b) The Profit & Loss Account will be examined to ensure that the lessee has a profitable
operation in line with the industrial average.

(c)  The cash flow statement will be examined together with 5 year projections to ensure that
the lessee has the potential or capacity to pay the monthly lease rentals.

(d) Inextreme cases the lessee may be required to provide collaterat or security, or indeed a
bank guarantee covering the rental payments.

Lease transactions will be in line with applicable laws and regulations.

We submit that leasing is 2 business in which further checks, balances, and safeguards, are
incorporated in the business itsel? as foliows:

{a) The prime collateral 15 the asset itself which is an item of value. Its registration or
ownership will be in the name of the Modaraba.

(b)  The lease agreement is a legally executed form of contract between the Lessor and the
Lessee, and binds the Lessce very firmly for fulfilling ail his obligations under the lease.
It gives the Lessor wide powers in the event of any default by the Lessee,

(¢} Prior to the granting of any lease, the Lessor examines the audited statements of
accounts of the proposed Lessee and also obtains a credit report.

(d) Where the examination of books shows any possible weakness in the status of the
Lessee, additional collateral is invariably specified and executed in support of the lease.

GENERAL

U]

(i)

(iii)

(iv}

)

The directors of the Modaraba Company shall exercise strict vigilance over the business of the
Modaraba. All decisions will be made on sound business principles and based on the best
possible advice.

Suitably qualified and experienced personnel for the Modaraba will be engaged by the
Modaraba Company who will bring with them knowledge and expertise in credit assessment
and marketing,

Business and investment decisions shall be Jjudiciously based on thorough analysis and
studies, scope of future prospects in the light of cash flow, market, operations, business
ptrojections and environment considerations, as well as the management of enterprise,

In making financial investiments the risks will be minimized through diversification of the
portfolio.

A separate bank account will be maintained by the Modataba Company in respect of the
Modaraba. This will be operated by authorized officers of the Modaraba Company.
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7.7

7.8

(vi) Collection accounts for subscription towards the Modaraba Certificates will be operated
jointly by two authorized officers of the Modaraba Company.,

(vii) Musharika, Morabaha and commercial funding facilities will be extended to sound industrial
and commercial entities and other enterprises which are enjoying or may enjoy similar
facilities from the banking and financial sector.

(viii) Business transactions shall be conducted in accordance with the applicable laws and
regulations of the country. :

(ix) The shares Ceutificates acquired out of the Modaraba Fund will be registered in the name of
the Modaraba in the respective beoks of the companies issuing the shares.

(x) The Modaraba Company shall cause to publish in the bulletin or other such publications of the
Stock Exchanges on which its shares are listed, the names and values of the Modaraba’s
shares portfolio as at the end of each half year.

(xi) The Modaraba Company shall not;

Effect a short sale in any share;

Purchase any share on margin;

Enter into speculative transactions;

Purchase any share or commodity in a forward contract; or
Enter into carry over trade transactions.

7.0.3 COMPLIANCE WITH PRUDIF™ T :~L REGULATIONS
Chief Executive and Directors of the Modaraba Company will ensure that the business transactions
undertaken by the Modaraba are in compliance with the Prudential Regulations for Modarabas (as
amended from time to time} issued by the SEC,

INTEREST OF THE MODARABA COMPANY, ASSOCIATED CONCERNS ITS DIRECTORS
AND OFFICERS

The Modaraba Company is interested to the extent of its capital investment in the Modaraba, in
management fee maximum to the extent of 10% of the net annual profits of the Modaraba and in
reimbursement of expenses incurred by it on behalf of the Modaraba. There is no other interest of the
Modaraba Company and its directors and officers in promoting the Modaraba,

Mr. Shafiq Khan, has been appointed Chief Executive of the Modaraba Company. The remuneration of
Directors, other than full time working directors for attending meetings of the Board or of Commitiees
shall from time to time be determined by the Board of Directors within limits as permissible under law
and shall be paid by the Modaraba Company.

BENEFITS TO PROMOTERS AND OFFICERS

No amount or benefit has been paid or given or is intended to be paid or given to any promoter, director or
to any officer of the Modaraba Company other than as remuneration for services rendered as whole-time

executives of the Modaraba Company and the remuneration for services shall be borne by the Modaraba
Company.

The provisions of Section 31 and 32 of the Modaraba Ordinance, 1980 shall ipso-facto apply to the
Modaraba Company and its Chief Executive and Directors for -contravening the contents of this
Prospectus.
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PART VIII

8.1
8.2

8.3

8.4

85

8.6

8.7

8.8

8.9

MISCELLANEOQUS
NAME OF THE MODARABA
MODARABA COMPANY,

REGISTERED OFFICE AND
PRINCIPAL PLACE OF BUSINESS

' BANKERS TO THE MODARABA

BANKERS TO THE MODARABA
COMPANY

BANKERS TO THE ISSUE

AUDITORS TO THE MODARABA
COMPANY

AUDITOR OF THE MODARABA

LEGAL ADVISORS

CONSULTANTS TO THE ISSUE,
COMPUTER BALLOTERS AND
SHARES REGISTRAR,

8.10 MATERIAL CONTRACTS

8.10.1 Unde;'writing Agreements

First National Bank Modaraba

National Bank Modaraba Management Company
Limited

National Bank of Pakistan

Regional Head Quarter Building

26-Mclagon Road, Lahore

Telephone Nos: (042) 9211225, 9211200

Fax: (042) 7242102

National Bank of Pakistan

National Bank of Pakistan
Meezan Bank Limited

National Bank of Pakistan

Habib Bank Limited

United Bank Limited

Muslim Commercial Bank Limited
Meezan Bank Limited

Hameed Chaudhri & Co.
Chartered Accountants
H.M. House, 7-Bank Square, Lahore

M. Yousaf Adil Saleem & Co.

Chartered Accountants

Apt. 4, Block-B, 90-Canal Park,
Gulberg-I1, Lahore,

Ph.{Off.) : 5756440, 5757022, 5753546
Fax 1 5757335

Email : marair(@lhr.paknet.com.pk

M/s. Mandviwala & Zafar

Advocate )

Zafar Chambers, 7/B-1, Aziz Ar enue, Canal
Bank, Gulberg-V, Lahore.

Hameed Majeed Associates (Pvt) Limited
HM House, 7-Bank Square, Lahore

Telephone No.: (42) 7235081-2
Fax : (42)7358817
Email : info@hmaconsultants.com

Underwriting agreements for the present issue of Rs.160.00 million have been entered int between the

Modaraba Company and Underwriters as under.

Sr. | Names of Underwriters for Present

No. | Issue of Rs.100.00 million

Agreement Addendum Date Amount
Date (Rs.)

1. Faysal Bank Limited

July 11,2003 | September 11, 2003 35,600,000

PICIC

July 1, 2003 | September 11, 2003 25,000,000

2.
3. Dawood Leasing Company Limited
4

July 11,2003 | September 11,2003 | 25,000,000

Orix Investment Bank Pakistan Limited

July 11,2003 | September 11,2003 | 15,000,000

106,000,000
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8.10

.2 Investors’ Agreement

Investors’ Agreements were entered between the following investors and Modaraba Company for the
private placement of Rs.75.00 Million of Modaraba Fund;

8.11

8.12

8.13

8.14

8.15

8.16

8.17

8.18

8.19

3.20

Sr. | Pre-IPO  Investors for  Private Agreement Addendum Date Amount
No. | Placement of Rs.75.00 million o Date (Rs.)
1, PICIC July 11,2003 [ September 11, 2003 | 18,750,000
2. Bank Alfalah Limited July 11,2003 | September {1, 2003 | 18,750,000
a, Faysal Bank Limited July 11,2003 | September 11,2003 | 15,000,000
4. The Bank of Punjab July 11,2003 | September 11,2003 | 15,000,000
5. Dawood Leasing Company Limited July 11,2003 | September 11,2003 | 3,750,000
t 6. | Orix Investment Bank Pakistan Limited July 11,2003 | September 11,2003 | 3,750,000

75,000,000
INSPECTION OF DOCUMENTS

Copies of Memorandum and Articles of Association of the Modaraba Company, the Auditors’ Certificates
and copies of the documents referred to in this Prospectus may be inspected during the usual business
hours on any working day at the Registered Office of the Modaraba Company from the date of publication
of this Prospectus till the closing of Subscription List.

CERTIFICATE OF THE RELIGIOUS BOARD

The Religious Board constituted under Section 9 of the Modaraba Ordinance has approved the proposal of
National Bank Modaraba Management Company Limited for floatation of the First National Bank
Maodaraba and has certified that the business proposed to be undertaken by First National Bank Modaraba
as per the draft prospectus submitted by National Bank Modaraba Management Company Limited is not
opposed to the injunctions of Islam.

FULFILLMENT OF THE REQUIREMENTS OF VARIOUS CLAUSES OF FOURTH
SCHEDULE TO THE MODARABA COMPANIES AND MODARABA RULES, 1981

It is hereby stated under clause 18 of the Fourth Schedule that no Certificate has been issued or agreed to
be issued by the Modaraba otherwise than in cash. As required under Clause 19, 20 and 26 of the Schedule
it is clarified that no property has so far been purchased or is proposed to be purchased or acquired and
that no business has so far been carried on by the Modaraba. It is also confirmed that no amount has been
paid or benefit given to the Modaraba Company. The requirements of Clauses 21 through 25 of the Fourth
Schedule under reference have also been suitably dealt,

LEGAL PROCEEDINGS

- There are no legal proceedings against the Modaraba Company nor has the Modaraba Company initiated
any legal proceedings against any party.

VENDORS

The Modaraba has no vendors in term of ctause 12 of Part I of the Second Schedule of the Companies
Ordinance.

SUBSIDIARY COMPANIES

The Modaraba has no sul:;-siti-iary company.
MEMORANDUM OF ASSOCIATION

The Memorandum of Associati'on, inter alia, contains the objects for which the Management Company
was incorporated and the business which the Management Company is authorized to undertake. A copy of

the Memorandum of Association is annexed to this Prospectus and with every issue of the Prospectus
except the one that is released in newspapers as advertisement.

INVESTMENT IN ASSOCIATED COMPANIES UNDER SECTION 208 OF THE COMPANIES
ORDINANCE '

There is no investment of the Modaraba in any of its associated company.

REVALUATION OF ASSETS

The Modaraba has not revalued any of its assets and no such provisions have been made in the accounts.
CAPITALIZATION

The Modaraba has not capitalized any of its reserves,
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PART IX

9. THE FORM OF MODARABA CERTIFICATE

FIRST NATIONAL BANK MODARABA
Managed by
NATIONAL BANK MODARABA, MANAGEMENT COMPANY LIMITED
AUTHORIZED MODARABA FUND RS. 600,000,000
DIVIDED INTO 60,000,600 CERTIFICATES OF RS. 10/- EACH
This is to certify that:
is/are the Registered Holder(s) of ............... full‘y paid
Modaraba Certificates of Rs. 10/- each numbered as below, in
FIRST NATIONAL BANK MODARABA subject to the terms of

the Prospectus and that a sum of Rs. 10/ has been fully paid for
each Certificate.

Folio Certificate Distinctive Numbers (inclusive) Number of
Number Number Certificates

From To

N |

Given under the Common Seal of the Company

This day of Chief Executive

Secretary

26
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PART X

APPLICATION AND ALLOTMENT INSTRUCTIONS

1.

10.

Name(s) and address(es) must be written in full in block letters in English gnd should not be a_bbrewated.
All applications must bear the signature(s) and address{es) corresponding with that recorded :mth the barllk
in the applicant’s account. In case of difference of signature with the bank and on the National Identity
Card, both the signatures should be affived on the application form,

APPLICATION MUST BE MADE ON THE MODARABA’S PRINTED FORM QR A_ LEGIBLE
PHOTOCOPY THEREOF. Non-resident Pakistani nationals must submit their applications in duplicate
alongwith the declaration attached to the applications.

The applicants opting for scrip-less form of security are required to complete the relevant sections of the
application form. In case of discrepancy between the information provided in the application form and the
information already held by CDC, the Modaraba Company reserves the right to issue the modaraba
certificates in physical form.

{a) An Attested Copy of the National Identity Card should invariably be enclosed and the number
indicated on each application, except in case of the applications filed by the Investment Corporation
of Pakistan on behalf of its account holders/investors, and applications filed by limited companies
and bodies corporate. Copy of the National Identity Card can be attested by any Federal/Provincial
Government Gazetted Officer, Counselor, Bank Manager, Oath Commissioner and Head Master of
High School etc.

(b) Original National Identity Card, along with one attested photocopy, must be produced for
verification by the bank branch at the time of presenting an application. The attested photocopy will,
after verification, be retained by the bank branch alongwith the application.

(2)  Application must be made for certificates of Rs. 5,000/- or in multiples thereof, Application for
certificate below the value of Rs.5,000/- shall not be entertained.

(b) Modaraba Certificates will be issued in marketable lots of 500 Certificates of Rs.10/- each,
(a)  Subscription money must be paid by cheque drawn on applicant’s own account.

(b) Only one application will be accepted against each account. In case of joint accounts, one
application will be accepted in the name of each of the joint account holders, No application will be
accepted in the name of a person shown as minor in the records of the Bank.

Copies of the Prospectus and Application Forms can be obtained from the members of the Karachi Stock

xchange (Guarantee) Limited and Lahore Stock Exchange (Guarantee) Limited, the Bankers 1o the Issue
and their branches, Consuliants to the issue and the Registered Office of the National Bank Modaraba
Management Company Limited.

Remittance for the full amount of Certificates of Rs.10/- each must accompany each application and must
be forwarded to any one of the Bankers to the Issue named in the Prospectus. Payment should be in the
form of cheque(s) or drafi(s) drawn payable to one of the Bankers to Issue “A/C FIRST NATIONAL
BANK MODARABA" and crossed “A/C PAYEE” and must be drawn on a bank in the same town as the

bank to which the application form has been sent. Subscription money must be paid by cheque drawn on
applicants own account.

Application shall not be made by or on behalf of minors and/or persons of unsound mind or firms or
trusts. Applications made by companies and corporate bodies must be accompanied by a copy of their
Memorandum and Articles of Association or equivalent instrument, Where applications are made by
virtue of instrument of Power of Attorney. the instrument of Power of Attorney or notarially certified copy
must be lodged with the application.

Joint applications by more than four peisons shall not be accepted. In case of Jjoint application, each
person must sign the application form and submit attested copies of National Identity Card. The Modaraba
Certificates will be despatched to the person whose name appears first on the application form, while in
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12.

13,

14.

15.

16.

17,

18.

19,

20.

case of CDS it will be certified to the respective CDC account and where any amount is refundable, in
whole or in part, the same will be refundable by cheque and by pqst, t.o tf.le person named first on the
application form, without interest, or through the bank where the application is tendered.

Banks are not allowed to make application for the Modaraba Certificates of the value of Rs.5,000/- on
account of their constituents in the case of resident Pakistanis. Such application shall be mz_ide bly the
subscriber himself, complete in ail respects and shall be certified by the Bank Mfmager.as provided in the
application form. Modaraba Certificates in respect of such applications shall be issued in the name of the
applicant and sent to the postal address stated by the applicant or to the btank through which the
application is tendered, while in case of CDS it will be certified into the respective CDC account, These
Modaraba certificates shall not be issued in the name of the Bankers.

Application for the Modaraba Certificutes of the value of Rs.5,000/- in the case of non-resident Pakistani_s
and in other cases above the nominal value of Rs. 5,000 may be made by banks on behalf of their
constituents but must contain all informatian in respect of each constituent an the application form. All
such applications made by banks must also be certified by the Bank Manager concerned as provided in the
application form. Modaraba Certificates in respect of such applications will be issued in the name of b;mks
on account of the constituent and the relevant Modaraba Certificates and advices for refund, if any, will be
sent to the bank concerned.

No receipt will be issued for payment made with the application but an acknowledgement will be
forwarded in due course either by issue of Modaraba Certificates, in whole or in part, or by refund of the
money paid with the application. The receiving bankers will issue provisional acknow ledgement for
applications lodged with them. No intevest or profit will be payable in respect of the refunded amount.

It would be permissible for a bank to refund subscription money to an unsuccessful applicant having an
account in that bank by crediting such account instead of remitting the same by cheque, pay order or bank
draft. Applicants should, therefore, not fail to give their bank account number,

Allotment shall be made in accordance with the instructions laid down by the Securities and Exchange
Comntission of Pakistan.

Application shall be subject to pre-ballot as well as post-ballot scrutiny. Applications, which do not meet
the above requirements, or applications which are incomplete will be rejected. Subscription money in
respect of rejected application shall not be refunded without the approval of the Securities and Exchange
Commission of Pakistan.

In case of applications made by a banker or recognised Stock Exchange member, the Banker to the [ssue
or the member shall obtain the Certificates from the applicant(s) in terms of paragraph(3) of the
application form and forward the same in original to NATIONAL BANK MODARABA
MANAGEMENT COMPANY LIMITED with the application.

Balloting of the applications will be restricted to only such applications which are complete in all respects.
Failure to adhere to the above requirements may result in post ballot rejection of the application.

Making of any false statements in the application or willfully supplying of incorrect information therein
make the applicant or the bank liable to legal action,

The basis and conditions of allotment io the general public shall be as follows:

(a)
(b)
{c)

(d)
(e)

The minimum amount of application for subscription of Modaraba Certificates is Rs.5,000/-.
Application for certificates below the total value of Rs.5,000/- shall not be entertained.

Fictitious and multiple (i.e. more than one) applications are prohibited and such applicants’

money shall be liable to confiscation under Section 18-A of the Securities and Exchange
Ordinance, 1969,

Application must be made for certificates of Rs.5,000/- or in multiples thereof,

If the certificates to be issued to the general public are sufficient for the purpose to accommodate all
the applicatiens, all applications shall be accommodated.
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(f)  If the issue is oversubscribed both in terms of number of applications and amount, the certificates
wilt be allotted by conducting computer balloting in the presence of the representatives of the KSE
and LSE.

(g) If the issue is oversubscribed in terms ot amount only, then all applications shall be accommodated
initialty for certificates of Rs.5,000 - each and the balance certificates shall be allotted on pro-rata

basis to all applicants who applied for certificates in multiples of Rs.5,000/-

(h)  Allotment of certificates will be subject to scrutiny of applications for subscription.

CODE OF OCCUPATIONS

1. Business 2. Business Executive

3. Service 4. Housewife

5. Household o 6. Professional

7. Student L 8. Agriculturist

9, Indusirialist L 10. Others
CODE BANKERS TQ THE S}

01 National Bank of Pakistan

02 Habib Bank Limited

03 United Bank Limited

04 Muslim Commercial Bank Limited

05 Meezan Bank Limited
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SIGNATORIES TO THE PROSPECTUS

1. Mr S. Ali Raza

2. Mr. Rasool Ahmed Kaleemi

3. MrS. M Rafique

4.  Mr. Masood Karim Sheikh

5. Mr. Muhammad Nusrat Vohra

6. Mr. Farcog-ul-Hasan Chishti

7. Mr. Tajammal Hussain Bokharee

8. Mr. Shafiq Khan
Date:

Place:
Witness to the signatures:
Name:
Occupation;
Address;

NIC No:

sd/-

sd/-

sd/f-

sd/-

sd/-

sd/-

sd/-
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THE COMPANIES ORDINANCE, 1984

MEMORANDUM OF ASSOCIATION
OF

NATIONAL BANK MODARABA MANAGEMENT
COMPANY LIMITED

The name of Company is “NATIONAL BANK MODARABA MANAGEMENT COMPANY
: LIMITED”.

The Registered Office of the Company will be situated at Lahore in the Province of Punjab.

The company will be a subsidiary of National Bank of Pakistan and the objects for which the
Company is established will be governed by the Modaraba Companies and Modaraba (Floatation
and Control) Ordinance, 1980, the company will undertake any or all of the following business in
and outside Pakistan, except for any activity which are inconsistent with Sharia’a:

1.

To initiate, sponsor, promote, float, organize, manage, administer, operate, modaraba funds
and modarabas of all types and descriptions, mutual funds, unit trust and other similar
concerns either in syndicates or otherwise for the purpose of undertaking all activities which a
modaraba can undertake under the law providing that none of these enterprises would be
engaged in or the funds thereof invested in any venture; the activities of which are contrary to
the Injunctions of Islam or which involve the element of riba in any form whatsoever.

To invest or participate in and to collaborate or co-operate with any modaraba company,
modaraba fund, modaraba, mutual fund, unit trust, and other similar concerns either in
syndicates or otherwise providing that none of these enterprises is or would be engaged in or
the funds thereof invested in any venture; the activities of which are contrary to the
Injunctiens of Islam or involve the element of riba in any form whatsoever.

To act as professional and technical consultants and advisors and provide or assist in
providing of any professional, technical and managerial advice or assistance to any
undertaking or enterptise whatsoever.

To undertake and execute trusts of all kinds and also to undertake the office of Attorneys and
to discharge the duties and functions incident thereto.

To act as nominee or agent cither solely or jointly for any person or persons, company,

corporation, government, state or province, or of any municipal or other authority or public
body.

To hold in trust as trustee or nominee of any person or persons company, corporation,
government, state or province or of any municipal or other authority of public body and deal
with, manage and tum to account any real and personal property of all kinds and in particular
shares, stocks, debentures, securities, scrips, participation term certificates, terms finance
certificates, finance certificates, musharika certificate, modaraba certificates, insurance
policies, book debts, claims and choses-in-action, lands, buildings, business concemns and
undertakings, mortgages, charges. unities, patents, licences, and any interest of whatsoever
kind in real or personal property or against any person, company, corporation or body.

To negotiate loans and to act as agents for the loans, payment, transmission and for the
management and realization of property subject to Companies Ordinance, 1984, and generally
to transact ail kinds of agency business except Managing Agency.
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8.

13.

16.

18.

To furnish and to provide deposits and guarantee funds required in relation to any tender or
application for any contract, concession, decree, enactment, property or privilege, or in
relation to carrying out o1 any contract, concession, decree or enactment.

To subscribe for, take, acquire, underwrite, and deal in stocks, shares, bonds, mortgage,
modaraba certificales, tern finunce certificate, obligations and securities of all kinds.

To undertake the office of receiver, liquidator, attomey and delegate, and to discharge the
duties and functions incidental thereto under the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980.

To keep for any company, government authority or body, any register relating to any stocks,
Tunds, shares or securities or to undertake any duties in relation to the registration of transfers,
the issue of certificates or otherwise.

To receive and hold securities and valuables of all kinds for custody and generally to carry on
the business of a safe deposit company, also to collect and receive all dividends, share of
profit and other payables or receivables in respect of any of the securities so held as allowed
by the Modaraba Companies and Moedaraba (Floatation and Control) Ordinance, 1980.

To take or concur in taking ali such steps and proceedings as may seem best calculated to
uphold and support the credit of the Company, and in particular to obtain the guarantee or
indemnity of any company or person for the benefit of any person or company dealing with or
concerned in the performance of any duty or obligation by the Company.

To purchase or otherwisc acquire and undertake all or any part of the business, property and
liabilities of any person or company carrying on any business which the Company is
authorized to carry on, or possess property suitable for the purposes of this Company.

To enter into any arrangement with any government or authorities, supreme, municipal, local
or otherwise, and to obtain from any such government or authority all rights, concessions and
privileges that may seem conducive to the Company's objects or any of them.

To enter into any partnership or into any arrangement for sharing profits, union of interests,
joint ventures, reciprocal concession or co-operation, with any person or company carrying on
or engaged in or about te carry on or engage in any business or transaction which this
Company is authorized to carry on or engage in, or any business or transaction capable of
being conducted so as directly or indirectly to benefit this Company, and take or otherwise
acquire, and hold shares or stocks in or securities of and to subsidise or otherwise assist any
such company, and to sell, hold, re-issue, with or without guarantee, or otherwise deal with
such shares or securities.

Generally to purchase, or otherwise acquire any real or personal property and any rights or
privileges which the Company may think necessary or convenient with reference to any of
these objects, or acquisition of which may seem calculated to facilitate the realisation of any
securities held by the Company. or to prevent or diminish any apprehended loss or liability, or
which may seem capable ol being profitably dealt with by way of resale or otherwise, and in
particular any lands, buildings, ground rents, reversions, policies of assurance. life interests,
choses-in-action, book debts and other assets.

To establish and support, or to aid in the establishment and support of associations,
institutions, funds, trusts and conveniences calculated to benefit any of the employees or ex-
employees of the Company or its predecessors in business, or any of the dependents or
connections of any such persons, and to grant pensions and allowances to any such persons,
dependents or connections and to make payments towards insurance thereof respectively, and
generally to subscribe or guarantee money to or for charitable or benevolent objects, or to or
for any exhibition, or to or for any public, general or useful object.

To sell or dispose of the undertaking of the Company or any part thereof for such
consideration as the Company thinks fit, and in particular for shares, debentures or securities
of any other company having object altogether or in part similar to those of this Company.
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20.

21

22

23.

24,

25.

26.

27.

28.

29.

30.

3L

To promote any company or companies for the purpose of acquiring all or any of the property,
rights and liabilities of this Company, or for any other purpose which may seem directly or
indirectly calculated to benefit this Company.

To invest and deal with the moneys of the Company, not immediately required, upon such
securities in such manner as may from time to time be determined.

To obtain any Act of the Government of Pakistan for enabling the Company to carry any of its
objects into effect, or for effecting any medification of the Company’s constitution, or for any
other purpose which may seem cxpedient and to oppose any proceedings or applications
which may seem calculated directly or indirectiy or prejudice the Company’s interests.

To borrow or secure the payment of money in such manner and on such terms as may seem
expedient, and in particular by the creation of debentures or debenture-stock, and term finance
certificates, mortgages, charges or other securities whatscever, whether specific or general,
and whether perpetual or otherwise, and whether charged or not charged upon the whole or
any part of the property of the Zompany, both present and future.

To procure the Company to be recognized in any country outside Pakistan.

To distribute any of the assets of the Company in specie amongst its members or any class or
classes of members or any ind.vidual member in case of liguidation.

To pay all expenses of and incidents at the formation and launching of the Company, and to
remunerate any parties for services rendered or promotion of the Company, or the conduct of
its business.

To do all or any of the above -hings in any part of the world, and either as principals, agents,
contractors, or otherwise, and either alone or in conjunction with others, and either by or
through agents, sub-contractors or otherwise, and either for reward or gratuitously.

To sell, improve, manage, develop, exchange and enfranchise, mortgage, dispose of, turn to
account or-otherwise deal with all or any part of the property and rights of the Company.

-To carry on any other modaraba business which may seem to the Company capable of being

conveniently carried on in connection with the above or calculated directly or indirectly to
enhance the value or render profitable any of the Company’s property or rights.

-To do all such other things as are incidental or conducive to the attainment of the above

objects and so that the word “Company” in the clause shall be deemed to include any
partaership or other body of persons whether incorporated or not incorporated and whether
domiciled in Pakistan or elsewhee, and the intention is that the objects specified in each
paragraph in this clause shall, except where otherwise expressed in such paragraph, be in no
way limited or restricted by reference to or inference from the terms of any other paragraph of
this clause or the name of the ‘omvany.

Notwithstanding anything wiiiten ubove in this clause, the Company or any modaraba floated
by it shall not engage in any banking activity or any activity or business which is contrary to
the injunctions of Islam or which may involve the element of riba in any form whatsoever and

not to act as investment insurance, leasing, or managing agency business company or any
unlawful business.

LIABILITY

The Liability of the members is limited.

SHARE CAPITAL

The Authorized Capital of the Companv is Rs. 150,000,000/- (Rupees One hundred fifty million
only) divided into 15,000,000 (Fifteen mitlion) shares of Rs. 10/- (Rupees Ten) each.
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ORTINARY SHARE - APPLICATION FORM FOR PAKISTANI INVESTORS
Subscription dates during Banking hours on October 23, 2003 and Qctober 24, 2003
(Mease see overleal for instructions)

The Direclars Faor applicants opting for credit to their account in the Central é
Mational Bank Modaraha Managenent Ce. Lid. Depository Company of Pakistan i .imited lFm CEMy Uy ] S
National Bank Building (Please refer 10 instruclion Yo. 1 on the reverse hereof) | [ |Broker's Code
26-Mclagon Read, &
Lahore. {Please [ill in any one of the applicable Category}
SUB-ACCOUNTY
e o ave <inup CDC INVESTOR y
FARTICIPANT 11} ::?,: f)';mr N JPARICIAS 0 [0 GUNE RO [A/C SERVICES 5D CDCINVESTOR AT NO
CDC PARTICIPANT NAME Bankers' Stamp
Gentlemen, ©
Z |Bank Branch
1. 1%e eaclose the swm of Rs. _ being the amount payable on application for certificales of Rs. 10 of First |7 [Cude Cede
Mational Bank Modaraba en account of subscription money. E
»
| Category of Application Amount (Rs.) % Bank Serial No.
For 300 Cerlificates & jn mulliples 500 certificales g
=
2 1/We apply for and request you ta zllot mefus the above number of ceniificates for the value indicated above and 1/we agree to accept the No. of Ceriificates
sarme or any smaller number that may be allotted to mefus vpon the terms of the Modaraba's Prospectus and subject to the Memorandum and Anplied for
Articles of Association of the Company and 1/we authorize you 1o send the eettificates allotied to mefus pursuant te this application and in pp e o
<asz no certilicates arc allotled 16 mefus you are hereby authorized to return to me/us by cheque or other means any application moncy by
post at myfour risk to the [irst address written below or to the bank through which 1"We tender this application
3 VWE DECLARE THAT
i. 1 AM/WE ARE NATIONAL{S) OF PAKISTAN AND RESIDENT(S)/NUN RESIDENTS IN PAKISTAN.
i, 1AM/WE ARE NOT MINOR(S).
ii. VWE HAVE NOT MADE NOR HAVE I'WE INSTRUCTED ANY OTHER PERSON(S) / INSTITUTION(S) TO MAKE ANY OTHER APPLICATION(S} IN

MY/GUR NAME(S) OR IN THE NAME OF ANY OTHER PERSON ON MY/QUR BEHALF OR [N ANY FICTITIOUS NAME.
iv IY'WE AGREE TO ABIDE BY THE INSTRUCTIONS PRINTED OVERLEAF AND IN CASE OF ANY INFORMATION GIVEN HEREIN BEING INCORRECT
VYWE UNDERSTAND THAT YWE SHALL NOT BE ENTITLED TO TIE ALLOTMENT OF CERTIFICATES.

Yours fmithfully.
(a) (h)_ (c) ey Signature(s}

4. FULL NAME(S) & ADDRESS(ES) MUST BE WRITTEN IN BLOCK i ETTERS. PLEASE ALSO INDICATE MR./MISS/MRS. BEFORE THE NAME(S) IN CASE
OF DIFFERENCE OF SIGNATURE(S) WITH THE BANK AND ON NIC, BOTH SIGNATURES SHOULD BE AFFIXED ON THIS FORM.

(a) Name ir full | l I I | ‘ | |
Dt LT T T T T s
Father's/Husband's 5 ]
Name % 5 3
Banket's Name o E g
Address & Account No. 2 5 :5
Tick Whether Muslim | | | [ g &
or Non-Muslim Muslim Non-Musling NeNo, P LI TTTTITT T T T b
FOR JOINT HOLDIRS ;
(b) Name ir. full w g
(Mr/Miss/Mys ) g g
Father's/Hugband's = o
Name g E E
Banker's Name g’ g e
Address & Account No. 2 g §
Tick Whether Muslim © =
or Noi-Muslim Muslim Non-Muslim NIC Ne. 7.
(c) Name ir full T o
(Mr/Miss/Mrs ) LT I I R
Fathers/Husband's o 3
Name & 5 2
Barker's Name ] 2 ]
Address & Account No, = S S
"Tick Whether Muslim g u
or Non-Muslim Muslim Non-Muslint NIC No. =
(d) Name iu full [ I I | l ! £
(Mr/Miss/Mrs ] | | i ] =] g
Father's'Husband's g g
Name 2 % &
Banker's Name - g 5
Address & Acceunt No. 3 = =
Tick Whethzr Muslim [ ] §
or Non-Muglim Muslin Non-Muslim I NiCNe. | LT HTITTLTITIILTITTTTT

{TO BE FILLED [N BY THE APPLICANT'S BANKER) )

1, Manager of (the "Bank") certit; that the Bank has not advanced any money for the purpose of this application/has
advanced Rs. §- for the purpose of this application and that t- the best of my knowledge and belief, the declaration of or on behalf of the applicant
contained & sub paragraph {ili) of paragraph 3 above is correct,

MANAGERS SIGNATURE

SPECIMEN SIGNATURE(S) OF APPLICANT(S) OR OF THE BANKER QF BROKER ON BEBALF OF THE APPLICANT(S) (THIS WILL NOT BE SIGNED BY THE
BANKER/BROXER IF APPLICATION |5 FOR 500 CERTIFICATES)

NAME(S) [N BLOCK LETTERS SPECIMEN SIGNATURE(S)
{a)  Mr/Miss/Mrs. (2}
(L) MriMissiMrs, {b)
[e}  MoMiss/Mrs. (c}
d}  MrMiss/Mrs. (d)

Banker’s provisional acknowledgement for application of erdinary certificates of FIRST NATIONAL BANK MODARAEA
Received from an application for certiticales o Rs. 10/-

MName of Bank Branch Code Serial Ne. Dhate of Receipt
Signature & Rubber Stamp of Receiving Bank

IMPORTANT: This slip must be retained by the Applicant

"§961 “aurtnipa() 3BuegIXT PUE SALMIL AY) J0 Y-§] UONNIAS PN TONLISYNO) 0) Aqe1| 2q Jjeys Aavour syueaydde gans pue panqrgerd aze suonearydde (auo weg) ssom 1) adynu pue snopyr
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10.

11.
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13,
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15.
16,

19.
20.

V. -

APPLICATION AND ALLOTMENT INSTRUCTIONS

7 Name(s) and address(es) must be written e full in block letters in English and should not be abbreviated. All applicstions must bear the signature(s) and addresses)

corresponding with that recorded with the bank in the applicant’s accounl. Iir case of difference of signature with the bank and on the Natienal Identity Card, both the
signatures should be affived on the application form.

APPLICATION MUST BE MADE ON THE MODARABA'S PRINTED FORM OR A LEGIBLE PHOTOCOPY THEREOF. N ident Pakistani naticnals must submit
their applications in <luplicate alongwith the declaration attache:d ta the applications. h

The applicants opting for scrip-less form of sccurity are required ro complete the relevam sections of the application form. In case of discr'epan( ¥ between the informalion
provided in the applization form and the information already held by CDC, the Modaraba Company reserves the right to issue the modaraba certificates iz physical form.

{a) An Attested Copy of the National Identity Card should imvar:ably be enclosed and the number indicated on each application, excepl in case of the applications ﬁln:(l by
the Tnvesunent Corporation of Pakistan on behail of its acrount holdersfinvestors, and applications filed by limited companies and bo_(‘lr_:w corporale. Copy ol the
Nationa! ldentity Card can be atiested by any Federal/Proviicial Government Gazetted Officer, C lor, Bank Manager, Oath C 2nd Bead Master of
High School ek,

(b) Criginal National Tdentity Card, along with one azwied phoiucopy, must be produced for verification by the bank branch a1 the time of presenting an application. The
anestad photgeopy will, after varification, be retsined by the bank branch alongwith the application.

(ay Application must be made for cenificates of Rs. 5,000 or ju niltiples thereof. Application for cerlificale below the vaiue of Rs 5,000/ shall not be entertained.

(b} Modataba Certificatas will be issued in marketable lot of 306 Certificates of Rs. 10/~ each,

in) Subscription money must be paid by cheque drawn on applic.ant’s own account.

(b) QOnly one application will be accepted against cach accaunt. In case of joint accounts, one application wil} be accepted in the name of each of the joinr account holders.

No application will be accepted in the name of & person shown as minor in the records of the Bank,

Capies of the Prospectus and Application Forms can be obtaine:d from the members of the Karachi Stock Exchange (Guarantee} Limiled and Lahore Stock Exchange (Guarantee)
Litnited, the Bankers o the 1ssuc and their branches, Consultant 1o the issue and the Registered Office of the N | Bank Mcdaraba M. nent (ompany Limitel.

Remittance for the full smount of Certificates of Rs.10/- each musi a-company esch application and must be forwarded to any one of the Bankers to the Issue named in the
Prospectus. Payment shonld be in the form of cheque(s) or drafi(s} Jdrawn payable 1o ove of the Bankers to Issue "A/C FIRST NATIONAL BANK MODARABA™ and crossed
"A/C PAYEE" and 1aust be drawn on a bank in the same tov, s tle “ank 10 which the application form has be¢n sent. Subscription meney must b: paid by cheque drawn on
applicants own acconnt.

Application shatl not be made by or on behalf of minors andror persons of unsound mind or firms or trusts, Applications made by companies an! corporate badies must be
accompanied by a copy of their Memerandum and Articles of Association or equivalent instrument. Where applications are made by virtve of instrunent of Power of Attorney.
the instrament of Power of Atlorney or notarially cestified copy must be lodged with the application.

Joint applications by more than folr persons shall not be accepred. 1n case of joint application, each person must sign the application ferm and submil attested copies of National
Tdentity Card. The Modaraba Centificates will be despatched 1+ the person whose name appears first on the application form, while in case of CD5 1 will be certified 1o the
respective CDXC account and where any amount is refundable. in whole or in part, the same will be refundable by cheque and by post, to the person named first on the application
form, without interest, or through the bank where the application is tendcred.

Banks arc not allowed Lo make application for the Modaraha Certificates of the vatne of Rs.5,000/- on account of their constituents in the case of resident Pakistanis. Such
application shall be made by the subscriber himself, complete in all respects and shall be certified by the Bank Manager as provided in the application form. Modaraba
Certificates in respect of such applications shall be issued in the namu of the applicant and sent to the postal address stated by the applicant or to the bank through which the
application is tendercd, while in case of CDS it will be centificd nto the respective CDC aceount, These Modaraba certificates shall not be issued in the: name of the Bankers.

Application for the Modaraba Certificates of the value of Rs.5,000/- in the case of non-resident Pakistanis and in other cases above the nomina! value of Rs. 5.000 may be made
by banks on behalf of their constituents but must contair: all information in respect of each constituent on the application form. All such applications made by banks must also be
cettified by the Bank Manager concerned as provided in the :pplication form. Modaraba Certificates in respect of such applications wili be issued in the name of banks on
sccount of the constiizent and the relevant Modaraba Certificate. and advices for refund, if any, will be sent lo the bank concerned.

No receipt will be issned for payment made with the application bt w acknowledgement will be forwarded in due course sither by issue of Modaraba Centificates, in whole o in
part. or by refund of the money paid with the application. The receivin,! bankers will issue provisional acknowledgement for applications lodged with them. No interest or profit
will be payable in respect of the refunded amount.

Tt would be permissinle for 4 bank 1o refund subscription merey to an unsuccessful appiicant having an account in that bunk by crediting such accaunt instead of remirting fhe
same by cheque, puy order of bank draft. Applicants shoukd. thersfore, not fail to give their bank acccunt number.

Allotment shell be made in accordance with the insteuctions Jmd dowa Iy the Securities and Exchange Commission of Pakistan.

Application shall be subject to pre-ballot as well as post-ballot serutiny. Applications, which do not meet the above requirements. or applications which are incomplete will be
rejected. Subseription money in respect of rejected application shall not be refunded without the approval of Lhe Securities and Exchange Commission of Pakistan,

In case of applications made by a banker or recognised Stock Iixchange member, the Banker to the [ssuc or the member shall obtain the Certificates from the applicani(s) in

terms of paragraph(3) of the application form and forward the same in original o NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED with the
application.

Balloting of the applications will be restricted (o only such anpiication . which are complere in all respects. Failure to adhere 1o the above requiremer ts may result in post halio:
rejection of the application.

Making of any false slalements in the applicalion or willlully supplying of incorrect information therein make the applicant or the bank liable to legal action.

The basis and conditions of alotment to the general public shall be gs fillows:

fa) The minimwm amount of application for subscription of Maderaba Certificates is Rs.5,000/-.
(b} Application for centificates below the total value of Rs.5,000/ shall not be entertained,
(c} Fictitious and multipte (i.e. more than one) applicstions nre prohibited and such appli " money shall be liable to confiscation uoder Section 13-A of the
Securitles and Exchange Ordinance, 1969.
(d} Application must be made for certificates of Rs. 5,000 orin multiples thereof.
(e} If the certificates to be issued 1o the general public are sufficient for the purpase to accommodate 211 the applicaticns, all applications shall be accommodated,
f} It the issue is oversubscribed both in terms of number of applications and amount, the certificates will be allotted by conducting computer balloting in the presence of
the representatives of the KSE and LSE.
ig) L ﬂ_ie issuc is oversubscribed in rerms of amount only, then all applications shail be accommodated initially for cedtificates of Rs,5,000/- cach and the balance
certificates shall be allotted on pro-rata basis to afl ipplicarts who applied for certificates in multiples of Rs.5,000/- .
(h) Allotment of certificates will be subject to scrutiny of #pplications for subscription.
CODE OF OCCUPATIONS
1. B L 2. Business Executive
3. Service 4. Housewife
5. Houschold 6. Professional
7 Student 8 Agriculturist
9. Industrialist 10 Others
CODE BANKERS TO THE ISSUE
[1}] National Bank of Pakistan
02 Habib Bank Limited
X] United Bank Limited o
o4 Muslim Commercial Bank Limited
05 Meezan Bank Limited _

Certified to be True Gopy gejé
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CORPORATE INFORMATION

Board of Directors* Syed Irtiza Kazmi Chairman
Khawaja Muhammad Amin-ul-Azam Director
Khawaja Waheed Raza Director
Mr. Jamal Nasim Direclor
Mr. Muhammad lgbal Hussain Director
Mr. Aamir Amin Director
Mr. Abbas Azam Chief Executive Officer

Shari'ah Advisor Mufti Ehsan Waquar Ahmed

Chief Financial Officer/ Mr. Ali Abbass

Company Secretary

Audit Committee Mr.Jamal Nasim Chairman
Khawaja Muhammad Amin-ul-Azam Member
Khawaja Waheed Raza Member
Mr. Aamir Amin Member

HR & Remuneration Committee Khawaja Waheed Raza Chairman
Khawaja Muhammad Amin-ul-Azam Member
Mr. Muhammad Igbal Hussain Member

Shares Registrar Hameed Majeed Associates {Pvt.) Limite¢

H. M. House, 7 - Bank Square, Lahore
Tel: 37235081-2, Fax: 37358817

Auditors Riaz Ahmad & Company
Chartered Accountants
Legal Advisor Comelius Lane & Mufti Advocates and Solicitors Nawa-i-Wagqt House, 4-Shahrah-e-

Fatima Jinnah, Lahore Tel.; 36360824, Fax: 36303301

Bankers National Bank of Pakistan
Bank Alfalah Limited
Al Baraka Islamic Bank
Habib Bank Limited
Allied Bank Limited
MCE Bank Limited
First Woman Bank Limited
Bank Islami Pakistan Limited
United Bank Limited

Registered Office Ground Floor, NBP RHQs Building, 26-McLagon Read, Lahore
Tel: 042-99211200, Fax: 042-99213247
URL: http://Awww.nbmodaraba.com
E-mail: info@nbmodaraba.com

* Subsequent to year end Mr. Irtiza Kazmiand Mr. Khawaja Muhammad Amin-ul-Azamwere replaced by Mr. Rehmat Ali
Hasnie and Mr. Jamal Baquar as NBP nominee director.
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NOTICE OF 14TH ANNUAL REVIEW MEETING & BOOK CLOSURE

Notice is hereby given that the 14" Annual Review Meeting of certificate holders of First National
Bank Modaraba will be held on Tuesday, October 31, 2017 at 11:00 a.m. at 4" Floor, NBP RHQs
Building, 26 — McLagon Road, Lahore to review the performance of the Modaraba for the year
ended June 30, 2017.

The Certificate Transfer Book will remain closed from October 21, 2017 to October 31, 2017 (both
days inclusive) for the purpose of eligibility to attend the Annual Review Meeting.

The certificate holders whose names appear on the Register of Certificate Holders of First National
Bank Modaraba at the close of business as on October 20, 2317 will be eligible to attend the Annual
Review Meeting. All transfers received in order, up to the close of business on October 20, 2017 at
our Registrar's Office, Hameed Majeed Associates (Pvt.) Limited, H.M House, 7 — Bank Square,
Lahore will be consideredintime.

By order of the Board

ay: &

Ali Abbass

Company Secretary

National Bank Modaraba Management Company Limited
Managers of First National Bank Modaraba

Lahore: October 05, 2017
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Vision:

To offer Shariah complaint Islamic Financial Products in
the financial market so as to achieve optimum customer satisfaction
and develop sustainable business relationships.

Mission:

Promote an Islamic Financial Institution where values of
management excellence, professionalism, human resource
development are promoted such that interests of all
stakeholders are safeguarded.
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Annual Shari’alt Advisor’s Report

I have conducted the Shari’alt review of First National Bank Modaraba managed by National
Bank Modaraba Management Company Limited (NBMMCL), a wholly owned subsidiary of
National Bank of Pakistan for the financial yeatr ended June 30, 2017 in accordance with the
requirements of the Shari’ah Compliance and Shari’al Audit Mechanism for Modarabas
and report that except the observations as reported hereunder, in my opinion:

i, The Modaraba has introduced a mechanism for Shari‘ah compliance and the systems,
procedures and policies adopted by the Modaraba are in line with the Shari‘ah principles;

il. No significant developments took place during the year.

iii. the financing agreement(s) entered into by the Modaraba are Shari‘ah compliant and the
financing agreement(s) have been executed on the formats as approved by the Religious
Board and all the related conditions have been met;

iv. To the best of my information and according to the explanations given to me, the business
transactions undertaken by the Modaraba and all other matters incidental thereto are in
conformity with the Shari‘ali requirements as well as the requirements of the Prospectus,
Islamic Financial Accounting Standards as applicable in Pakistan and the Shariah
Compliance and Shari’ah Audit Regulations for Modarabas

v, Profit sharing ratios, profits and charging of losses (if any) relating to any deposit raising
product conform to the basis and principles of Sharf‘ah.

vi. The earnings that have been realized from the sources or by means prohibited by Shart‘ah
have been credited to charity accounts.

Observation(s)
During my review, it has been observed that:

i. FNBM is maintaining bank accounts with conventional Bank.

ii, Financing from conventional Bank(s) have been secured.

iii. No training was conducted for the staff

; Page 1of 2
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Recommendation(s)

Following are some recommendation:
i. FNBM must maintain account in {slamic Banks/Islamic Windows of Conventional

Banks only.

ii. All credit lines with conventional bans must be replaced with Islamic Banking facilities.
This must be done by December 31, 2017.

Conclusion

Based on the above-mentioned fact, 1 am of the view that the business operations of First
National Bank Modaraba are Shariah compliant up to the best of my knowledge.

AR A

Mutti Ehsen Wagar Ahmad
Signature Shariah Advisor

Mufti Chean Waquinr
Shari’gh Admisar
Dated: October 3, 2017

Page20f2
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DIRECTORS’ REPORT

Board of Directors of National Bank Modaraba Management Company Limited (NBMMCL), the
management Company of First National Bank Modaraba (FNBM), is pleased to present the
directors report on the 14" annual accounts of FNBM for the period ended June 30, 2017, These

accounts have been audited by the statutory auditors of the Modaraba and are accompanied by
their auditreport.

1. Sector Qutlook:

Year Ended Year Ended Yaar Ended Year Ended Year Ended Year Ended
June 30, 2017 June 30, 2016 June 30, 2015 June 30, 2014 June 30, 2013 June 30, 2042

Balance Sheet Size 508,478,472 841,306,270 | 1,248,349.011 1,692,658,474 | 2,003,442,328 | 1,962,968,244
Total Equity 16,333,070 87,692,752 141,525,254 263,701,324 297,213,401 339,775,945
Total Operating &

o pora 179,801,462 | 314388924 | 451,401,503 | 558123884 | 567,004,855 | 605,820,667
Operating &

Saiverkt iy (163,231,481) | 302,048,194 | 460,444,217 | 502,335,961 | 583,957,399 | 575,113,425
Profit for the period (71,359,682) |  (53.832,502) | (122,178,070) | (34,212077) |  (16.862,544) 30,707,724
Maodaraba Co.'s . . . . .

Managenen Fas Nil il Nil Nil Nil 3,070,724
Nat profit after tax (71,359,682) (53,832,502) (122,176,070} (34,212,077 {16,862,544) 27,636,518
Earning per

certificate {Rs.) {2.85) (2.15) {4.89) {1.37) (0.87) 1.1
(an;urn on Assets (13.9) (6.39) (8.76) {2.01) (0.83) 1.38
ol Eauity (436.9) (21.52) (87.14) (42.92) (5.65) 8

Dividend Paid (%} Nil Nit Nil Nii Nil 10

Breakup value per
certificate (Rs.) 0.64 3,50 5.64 10.52 11.88 13.66

2. Sector Qutlook:

The economy during 2016-2017 more or less continued at the pace as it did in the last fiscal year,;
however the revival of the real sector of the economy did not come about as was anticipated
considering the positives signal being given by rising stock market indices. Perhaps it was primarily
because of investors' expectations about economy and political stability did not materialize, that the
stock market shed almost 20% of its value by the end of the fiscal year. The energy shortage
appears to have mitigated to some extent, however its impact on inducing investments in long term
industrial projects was not visible. On the other hand the ongocing public sector investments in
infrastructure and energy projects, once completed, will carry potential for inducing privale and
foreign investment in the real sector of the economy.

Financial sector in Pakistan alsc remained more or less steady. The sustainable_performance of
financial sector would, however, again depend on the growth of real sector. Under the
circumstances the NBFI and modaraba sectors have shown moderate returns during the period.
Islamic financing carries good potential for the future and hence Modarabas can also prosper by
developing their own niche markets through innovation and product development,

07




Annual Report 2017

Going Concern Assumption

As a serious policy guideline, the Board ensured under all circumstances, that the charge of
provisioning on non-performing portfolio is in line with existing regulations. The deterioration of the
quality of assets booked long ago attracted substantial provisions. In order to keep provisions at the
stipulated level the Modaraba has therefore been incurring losses.

Within its existing constrains and looking to the interest of all stakeholders, the Board of Directors of
the parent bank, National Bank of Pakistan (NBP) in their board meeting held on 21 April 2017
authorized the Management Company to explore various appropriate options including the
cessation of the operations of the Modaraba and management company. Consequently, the board
of directors of the Management Company in their meeting held on the same date also passed a
resolution to explore various options in order to achieve cessation of operations of the Modaraba. In
this respect an appropriate decision will be taken in the best interest of the stakeholders, especially
the certificate holders, with the approval & guidance of SECP.

Under the circumstances the going concern assumption was no longer valid. Accordingly these
financial statements have been prepared using the non-going concern basis of accounting on
estimated realizable / settlement values of the assets and liabilities respectively.

The external auditors have included an “emphasis of matter paragraph” in their audit report on going
concern ability of FNBM and on the estimate of current realizable values of assets.

Review of Operations:

During the period under review, the management remained focused only on recovery from non-
performing portfolic. Several recovery suits were initiated against defaulter parties, and some
cash settlements were also made. Resultantly the overall classified portfolic declined notably
from its last year amount. The regular portfolio performed well and generated income
consistantly.

The balance sheet size shrunk from Rs.841 million in the corresponding year to Rs.508 million
this year, The Incaome from credit portfolio as well as the finance cost got proportionately lower,
Despite general inflation the operating expenses were kept under control and were reduced by
6.2% from Rs.16 Million last year to Rs.15 Millicn this year. Furthermore mainly due to gain on
sale of assets under ljarah arrangements there has been an increase in operating profit by 25%
from Rs.12 Million last year to Rs.16 Million this year. However due to charge of provisioning on
account of valuation of some old NPLs to estimated current realizable values the net loss after
tax for the year figured Rs.71 Million as against loss of Rs.54 Million last year. The loss per
certificate accordingly remained at Rs.2.85 as against Rs.2.15 in the corresponding year. Had
the accounts been prepared under going concern basis the EPC would have figured Rs.1.56.

Despite losses we were abie to manage our liquidity such that FNBM did not default on any of
the financial obligation to any of its financial institutions. During the period we completely paid off
the outstanding balances all banks except for the parent bank NBP.
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FNBM ensures conformity with the Shariah compliance and Shariah audit mechanism for
Modarabas. In this respect Sharia'h Advisor's report is attached. The amounts advised by the
Sharia'h advisor to be paid as charity, has been credited to the charity account. During the year,
an amount of Rs.0.4 Million was paid as charity to approved charitable institutions as per policy
approved by the board of directors.

Profit Distribution

Board in its meeting held on October 05, 2017 did not declare any dividends due to the
aforementioned reasons.

3. Future Outlook:

Some major industrial sectors like textile sector have been in recession for last few years,
consequently affecting their ability to honor obligations towards financial institutions. Since
FNBM's classified portfolio is substantially exposed to textile sector, the challenge before
FNBM remains the recovery of this exposure, In the meantime options are being explored in the
bestinterest of the certificate holders.

4. Corporate and Financial Reporting Framework:

The financial statements, prepared by the management of the Modaraba, present fairly its
state of affairs, the result of its operations, cash flows and changes in equity.

Proper books of accounts of the Modaraba have been maintajned.

Accounting policies have been applied consistently, unless otherwise stated in financial

statements, in preparation of financial statements and accounting estimates are based on
reasonable and prudent judgment.

International Financial Reporting Standards, International accounting standards, and

Islamic Financial Accounting Standards as applicable to Modarabas in Pakistan, have been
followed in preparation of financial statements.

The system of internal control, which is sound in designisin place and is being continuously

reviewed by internal audit. The process of review will continue and any weakness in controls
will be removed.

09
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Board is of the view that Modaraba may not be able to confirm to the regulation concerning
its going concern ability.

There has been no material departure from the best practices of corporate governance as
detaited in the listing regulations except for those specifically mentioned in the statement of
compliance with the CCG.

There are no statutory payments on account of taxes, duties, levies and charges, which are
outstanding as on June 30, 2017 except those disclosed in the financial statements.

During the year ended June 30, 2017 eight {07), meetings of the Board of Directors were

held, Besides (04) four Audit committee and {03} one HR Committee meetings were also
held. Attendance by each directors is as follows:

No. of Attendance
Audit HR

Name Board ; Committee | Committee
i. Syed Hasan Irtiza Kazmi 6 N/A N/A
ii. Khawaja Muhammad Amin-ul-Azam 7 4 2
iii. Khawaja Waheed Raza 5 2 3
iv. Syed Mustafa Kamal 1 N/A N/A
v. Mr. Jamal Nasim 6 3 N/A
vi. Mr. Muhammad Igbal Hussain 7 N/A 3
vii. Mr. Aamir Amin 5 2 N/A
viii. Mr. Khaqan Hasnain Ibrahim 1 N/A N/A
ix. Mr. Abbas Azam 6 N/A N/A

Subsequent to the financial year end NBP nominated its Executive, Mr.Rehmat Ali Hasnie and
Syed Jamal Baquar as its nominee directors on the board in place of Syed Hasan Irtiza Kazmi
and Khawaja Muhammad Amin-ul-Azam. Leave of absence was granted to directors who could
not attend some of the Board meetings.

The remuneration of the CEQ and meeting fee of the non-executive members of the board of
directors are paid by the management company, NBMMCL.

The pattern of certificate holders is annexed.

. Auditors:

The present auditors, M/s. Riaz Ahmed & Co Chartered Accountants, Chartered Accountants,
retired during the year. The new auditors M/s. Riaz Ahmed & Co Chartered Accountants have
given their consent to act as auditors for the year ending June 30, 2018, Their appointment is
subject to approval by the Registrar, Modaraba Companies and Modarabas, after confirmation
by the board.
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The Board would like to take this opportunity of expressing gratitude and thanks to our valued
customers for their patronage and support, the Securities and Exchange Commission of

Pakistan, Pakistan Stock Exchange, and NBFI & Modaraba Association of Pakistan for their
continued support and guidance.

Acknowledgement:

Forand on Behalf ofthe Board

At PN

Chief Executive Officer
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First National Bank Modaraba

STATEMENT OF COMPLIANCE WITH THE
CODE OF CORPORATE GOVERNANCE

This statement is being presented to comply with the Code of Corporate Governance ("the Code") contained
in the Regulation 5.19 of Pakistan Stock Exchange Limited for the purpose of establishing a frame work of

good governance, where by a listed Modaraba is managed in compliance with the best practices of corporate
governance.

Regard less of the fact that National Bank Modaraba Management Company Limited, the Management
Company of First National Bank Modaraba ("the Modaraba®), is a public unlisted company, the Board of
Directors of the management company are pleased to confirm that the Code is being complied with in all
material respects (pertaining to the operations of the Modaraba).

The Modaraba Management Company ("the Company") has applied the principles contained in the Code in
the following manner:

1. The company encourages representation of independent non-executive directors and directors
representing minarity interests on its Board of Directors (“the Board").At present the Board includes:

Category Name
Executive Director Mr. Abbas Azam
Non-Executive Directors Mr. Syed Hasan Irtaza Kazmi
Mr. Khawaja Muhammad Amin-ul-Azam
Independent Directors Mr. Khawaja Waheed Raza
Mr. Jamal Nasim
Mr. Muhammad Ighal Hussain
Mr Aamir Amin

The independent directors meet the criteria under clause 5,19.1(b) of the Code
2. The directars have confirmed that none of them is serving as a director on more than seven listed
companies, including this Company.
3. Alithe resident directors of the Company are registered as taxpayers and none of them has defaulted
in payment of any loan to a banking company, a DF| or an NBFI or, being a broker of a stock
exchange, has been declared as a defaulter by that stock exchange.

4. Casual vacancies occurred on the Board of directors during the year were filled up by the directors
within 90 days.

5. The Company has prepared a Code of Conduct and has ensured that appropriate steps have been
taken to disseminate it throughout the company along with its supporting policies and procedures.

6. The board has developed a vision/mission statement, over all corporate strategy and significant
policies of the Modaraba. A complete record of particulars of significant policies along with the dates
on which they were approved or amended has been maintained.

7. All the powers of the board have been duly exercised and decisions on material transactions,
including appointment and determination of remuneration and terms and conditions of employment
of the CEO of the Company, other executive and non-executive directors, have been taken by the
board.

8. The meetings of the board were presided over by the Chairman and, in his absence, by a director
elected by the board for this purpose and the board met at least once in every quarter. Written notices
of the Board meetlings, along with agenda and working papers, were circulated at'least seven days
before the meetings. The minutes of the meetings were appropriately recorded and circulated.

9. No directors' training programme was arranged during the year. However, the management is
committed to arrange directors' training programme of at least half of its directors by 30 June 2018.
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The board has approved the appointment of CFO, Company Secretary and Head of Internal Audit, including their
remuneration and terms and conditions of employment.

The directors’ report for this year has been prepared in compliance with the requirements of the Code and fully
describes the salient matters required to be disclosed.

The financial siatements of the Modaraba were duly endersed by CEQ and CFO before approval of the board.

The Directors, CEQ and Executives do not hold any interest in the certificates of the Modaraba other than that
disciosed in the pattern of certificate holding.

Except for those which have been specifically mentioned in this statement, the Modaraba has complied with all the
corporate and financial reporting requirements of the Code.

The board has formed an audit committee. It comprises off our members all of whom are non-executive directors and
the chairman of the committee is an independent director.

The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results
of the Modaraba and as required by the Code. The terms of reference of the committee have been formed and
advised to the committee for compliance.

The Board has formed a Human Resource and Remuneration committee. It comprises of three members. All of them
are non-executive directors including the Chairman of the committee.

The board has set up an effective internal audit function which is considered suitably qualified and experienced for the
purpose and is conversant with the policies and procedures of the Modaraba.

The statutory auditors of the Modaraba have confirmed that they have been given a satisfactory rating under the
quality control review program of the ICAP, that they or any of the pariners of the firm, their spouses and minor
children do not hold certificates of the Modaraba and that the firm and all its partners are in compliance with the
International Federation of Accountants {IFAC) guidelines on the Code of Ethics as adopted by the ICAP.

The statutory auditors or the persons associated with them have not been appointed to provide other services except
in accordance with the listing regulations and the auditors have confirmed that they have observed IFAC guidelines in
this regard.

The 'closed period', prior to the announcement of interim/final results, and business decisions, which may materially
affect the market price of the Modaraba's securities, was determined and intimated to directors, employees and stock
exchange.

Matertal/price sensitive information has been disseminated among all market participants at once through stock
exchange.

The Modaraba has compiied with the requirements relating to maintenance of register of persons having access to
inside information by designated senior management officer in a timely manner and maintained proper record
including basis for inclusion or exclusion of names of persons from the said list.

Wa confirm that all other material principles enshrined in the Code have been camplied with except for the following,
toward which reasonable progressis being made to seek compliance by June 30, 2018.

a.  Chief Financial Officer (CFO} of the Modaraba does not meet the qualification criteria as required by the clause
5.19.9(a) of the Code. CFO is CA finalist having over eight years’ experience in the Modaraba at senior posts.
Moreover, subsequentto the year end, he has confirmed that in order to obtain the required qualification, he has
applied for exemptions and will submit the credentials as soon asissued by the respactive institutions.

b.  Annual evaluation of the Board of Directors' own performance is not carried out during the year ended 30 June
2017. However, the Board has intention to comply with this requirement.

pt T A s

Chief Executive Officer Director
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REVIEW REPORT 7O THE CERTIFICATE HOLDERS ON STATEMENT OF
COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed Statement of Compliance with the best practices contained
n the Code of Corporate Governance (“the Code™) prepared by the Board of Directors of
Naticnal Bank Modaraba Management Company Limited (“the Management
Company”) in respect of First National Bank Modaraba (“the Modaraba”) for the year
ended 30 June 2017 to comply the Code contalned In the Reguiations of Pakistan Slock
Exchange Limited, where the Modaraba is listed.

The responsibiity for compliance with the Code s that of the Board of Directors of the
Management Company. Our responsibility is to review, to the extent where such
comphance can be objectively venfled, whether the statement of compliance reflects the
status of the Management Company's compliance with the provisions of the Code and
report if it does not and to highlight any non compliance with the requirements of the code.
A review 15 limited primarily to inquines of the Management Company's personnel and
review of varlous documents prepared by the Management Company to comply with the
Code.

As part of our audit of financial statements, we are required to obtain an understanding of
the accounting and internal control systems sufficient to plan the audit and develop an
effective audit approach. We are not required to consider whether the Board of Directors’
statement on internal contral covers all risks and controls or to form an opinion an the
effectiveness of such internal contrals, the Management Company's corparate governance
procedures and risks,

The Code requires the Management Company to place before the audit committee, and
upon recommendation of the audit committee, place before the Board of Directors for their
review and approvat related party transactions distinguishing between lransactions carried
aut on terms equivalent to those that prevail in arm’s length transactions and transactions
which are not executed at arm’s tength price recording proper justification for using such
alternate priong mechanism. We are only required and have ensured comphiance of
requirement to the extert of approval of related party transactions by the Board of
Directors upon the recommendation of the audit commitiee. We have not carned oul any
procedures to determine whether the related party transactions were undertaken at arm's
length price or not.

Based on our review, nothung has come to our attention, which causes us to believe that
the Statement of Compliance does not appropriately reflect the Management Company’s
camphance, In all material respects, with the best practices contaned in the Code as
appiicable to the Management Company for the year ended 30 June 2017,

A rvpznchny o F
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Chartered Accountants

Further, we highlight below instances of non-compiiance with the requirements of the Code
as reflected in the paragraph 24 in the Statement of Compliance:

(iy  Annual evaluation of the Board of Directors’ own performance is not caried out
during the year ended 30 June 2017,

(1)  Chief Financial Officer of the Modaraba does not meet the qualification criteria given
i clause 5,19.9(a) of the Code.

gl $ramng? 5,
RIAZ AHMAD & COMPANY
Chartered Accountants

Name of engagement partner:
Syed Mustafa Ali

Date: October 05, 2017

LARORE
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AUDITORS' REPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheet of FIRST NATIONAL BANK MODARABA
{"the Modaraba™) as at 30 June 2017 and the related profit and loss account, statement, of
comprehensive income, cash flow statement and statement of changes in equity together
with the notes forming part thereof (hereinafter referred to as the financial statements), for
the year then ended and we state that we have obtained alt the information and explanations
which, to the best of cur knowledge and belief, were necessary for the purposes of our audit.

These financial statements are the modaraba company's (National Bank Modaraba
Management Company Limited} responsibllity who is aiso responsible to establish and
maintain a system of internat control, and prepare and present the above said statements in
conformity with the approved accounting standards as applicable in Pakistan and the
requirements of the Modaraba Companies and Modaraba (Foatation and Controt) Ordinance,
1980 (XXX1 of 1980), and the Modaraba Companies and Modaraba Rules, 1981. Our
respansibility is to express an opinion on these statements based on our audit,

We conducted our audit in accordance with the auditing standards as applicable In Pakistan.
These standards require that we pian and perform the audit to obtain reasonable assurance
about whether the financial statements are free of any material misstatement. An audit
inciudes examining on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An awdit also includes assessing the accounting poticies and significant
estimates made by the modaraba company, as well as, evaluating the overall presentation
of the financial statements. We helleve that our audit provides a reasonable basis for our
opinion and, after due verification, we report that:

(a) Inour opinion, proper books of accounts have been kept by the modaraba company in
respect of the Modaraba as required by the Modaraba Companies and Modaraba
{Foatation and Contro!) Ordinance, 1980 (O of 1980), and the Modaraba Companies
and Modaraba Rules, 1981;

{b} in our opinion:

{i) the balance sheet and profit and ioss account together with the nates thereon have
been drawn up in conformity with the Modaraba Companies and Modaraba
(Floatation and Control} Ordinance, 1980 OO of 1980) and the Modaraba
Companies and Modaraba Rules, 1981, and are in agreement with the books of
accounts and are further in agreement with accounting policies cansistently applied
except for change as stated in note 2.1{b} to the financial statements with which
we concur;

(i) the expenditure incurred during the year was for the purpose of the Modaraba's
business; and :

i A mambar af
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Riaz Ahmad & Company

Chartered Accountants

(i} the business conducted, investments made and the expenditure incurred during
the year were In accordance with the objects, terms and conditions of the
Modaraba;

{c) in our opinion and to the best of our information and according to the explanations
given to us, the balance sheet, profit and loss account, statement of comprehensive
income, cash flow statement and statement of changes in equity together with the notes
forming part thereof conform with approved accounting standards as applicable in
Pakistan and give the information required by the Modaraba Companies and Modaraba
(Floatation and Control} Ordinance, 1980 (XXXI of 1980} and the Modaraba Companies
and Modaraba Rules, 1981 in the manner 50 required and respectively give a true and
fair view of the state of the Modaraba’s affairs as at 30 June 2017 and of the loss, its
comprehensive loss, its cash flows and changes in equity for the year then ended; and

(d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Crdinance,
1980 {(XVIII of 1980).

We draw attention to note 1.1 to the finandal statements, which states that the Medaraba is
no longer a going concern, therefore, these financial statements have been prepared on the
basis of estimated realisable / settlement values of assets and liabilities respectively. This
resulted in recognition of additional provision of Rupees 39.074 million based on the
subjective evaluation of non-performing receivables. Estimated realisable / settlement values
are based on the management’s best estimate. Estimation involves judgements based on the
latest avallable, reliable information, historical experience and other factors, inctuding
expectations of future events that are believed to be reasonabie under the circumstances. In
future, these estimates may need revision if changes occur In the circumstances on which
the estimates are based or as a result of new information. Hence, the ultimate values at
which assets will be realized and liabllities will be settled may be different from those carried
in these financial statements. Qur report is not qualified in respect of this matter.

i /W o
RIAZ AHFAD & COMPANY
Chartered Accountants

Name of engagement partner:
Syed Mustafa Ali

Date: October 05, 2017

L AHORE
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First National Bank Modaraba

BALANCE SHEET
AS AT JUNE 30, 2017

2017 2016
NOTE Rupees Rupees
ASSETS
CURRENT ASSETS
Bark balances 3 49,707,521 14,743,528
Short term murabaha investments - secured 4 19,216,842 98,334,293
Accrued profit 5 388,493 487,183
ljarah rentals receivable 8 69,947,032 81,817,794
Advances, prepayments anc other receivables 7 3,843,324 2,604,790
Current portion of non-curent assels 8 103,049,027 94,413,807
246,152,239 292,401,395
NON-CURRENT ASSETS
Net investment in ijarah finance 9 1,651,514 9,442,934
Diminishing musharaka financing - secured 10 10,497,347 35,303,315
tong term murabaha investments - secured 1" 1,725,105 36,149,675
Lang term loans and depasits 12 1,000,882 1,723,444
Intangible asset 13 - -
ljarah assels 14 247,443,653 466,193,676
Fixed assels - own use 15 7,732 91,831
Deferred income tax 30 . R
262,326,233 548,904,875
TOTAL ASSETS 508,478,472 841,306,270
LIABILITIES
CURRENT LIABILITIES
Accrued profit 2,004,045 6,438,136
Deferred murabaha income 4 2,654,776 3,255,776
Short term finances - secured 16 201,634,754 274,918,586
Creditors, accrued ang other liabilities 17 27,265,399 23,696,977
Current portion of non-cument liabilities 18 195,897,100 295,738,705
429,546,074 604,048,180
NON-CURRENT LIABILITIES
Security deposits against ijarah assets 19 21,500,787 71,620,702
Long term finances - secured 20 16,666,67C 50,000,000
Deferred murataha income 21 24,431,871 27,944,636
62,589,328 149,565,338
TOTAL LIABILITIES 492,145,402 753,613,518
NET ASSETS 16,333,070 87.602,752
FINANCED BY
Centificate capital 22 250,000,000 250,000,000
Reserves 23 (233,666,930) {162,307,248)
TOTAL EQUITY AND RESERVES 16,333,070 87,682,752
CONTINGENCIES AND COMMITMENTS 24
The annexed notes form an integral part of these financial statements. ’
/- ‘
Chief Executive Officer Director Q/ Director

National Bank Modaraba

Lahore: October 05, 2017 Management Company Limited

Management Company Limited
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
NOTE Rupees Rupees

INCOME
ljarah rentals earned / income from ijarah finance 169,679,959 305,749,520
Profi{ on diminishing musharaka financing 4,269,226 3,804,355
Profit on murabaha investments 255,086 1,979,454
Profit on bank deposits 974,792 1,002,006
Gain on disposal of jarah assets 4,525,361 -
Other income 25 97,018 1,833,582

179,801,462 314,368 924
EXPENSES
Depreciaticn on jjarah assets 14 {124,356,047) (237,061,840)
Loss on disposal of fjarah assets - (3,939,665)
Operating expenses 26 (45,175,035) {16,130,081)
Finance cost 27 (23,700,399) {44,916,618)

(163,231,481) (302,048,194)
Operating profit before provision and taxation 16,569,981 12,320,730
Provision charged for doubtful receivables - net 28 {86,033,497) (61,179,143)
Impairment loss on ijarah assets - net 14 (1,896,166) (4,974,089)

(71,359,682} (53,832,502)

Modaraba management company fee 29 . -
LOSS BEFORE TAXATION (71,359,682) (53,832,502}
Taxation 30 -
LOSS AFTER TAXATION {71,359,682) (53,832,502)
LOSS PER CERTIFICATE - BASIC AND DILUTED Kyl (2.85) (2.15)

The annexed notes form an integral part of these financial statements.

Chief Executive Officer Director Q/ Director
Natierial Bank Modaraba National Bank Modaraba ational Bank Modaraba
Lahere: Qctober 05, 2017 Management Company Limited Management Company Limited Management Company Limited
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First National Bank Modaraba

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Rupees Rupees
LOSS AFTER TAXATION {71,359,882) {63,832,502)
OTHER COMPREHENSIVE INCOME
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (71,359,682} {53,832,502)

The annexed notes form an integral pan of these financial statements.

7’

pe BT Q////

Chief Executive Officer Director Director
National Bank Modaraba National Bank Modaraba ational Bank Modaraba
Lahore: Oclober 05, 2017 Management Company Limited Managemeant Company Limited Management Company Limited
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016

CASH FLOWS FROM OPERATING AGTIVITIES NOTE Rupees Rupees
Loss bafore taxation {71,359,682) (53,832,502}
Adjustments for non cash charges and other items:
Depreciation and amortization 124,440,146 237,446,781
Provisien charged for doubliul receivables - net 86,033,497 61,179,143
Gain on disposal of fixed assels - own use - (1,503,510)
Impairment loss on ijarah assels 1,896,166 4,974,089
Loss / (gain) on disposal of ijarah assets (4,625,381) 3,939,655
Finance cost 23,700,389 44916618
Profit on bank deposits (574.792) (1,002,006}
Working capital changes 230,570,035 349,950,770
{Increase) { decrease in assets
Accrued profit 98,690 2,857,880
ljarah rentals receivable 5,129,329 (24,522,278
Advances, prepaymenls and other receivablas {982,823) 21,891,975
Short term murabaha investments 28,100,003 37,789,339
Net investment in ijarah finance 601,181 4,140,000
Diminishing musharaka financing 20,074,614 (29,524,167)
Long term murabaha investments §,389,069 12,613,331
(Decrease} [ incraase In liabilities
Short term certificates of musharaka - net . (205,597 365)
Creditars, accrued and other liabiities 3,569,862 3,143,629
Security deposits against ijarah assels - net (85,140,949) 4,083,500

(19,161,024) (263.084,156)
Cash generated from operations 140,049,329 33,034 112
Firance cost paid {28,044,489) (55,863,620)
Income taxes paid (1.131,327) (458,203)
Profit received on bank deposits 974,792 1,238,160
Long term loans and deposits - net 1,044,436 3,633,852
Net cash generated from / {used in) operating activities 112,892,741 (18,415,699)
CASH FLOWS FROM INVESTING ACTIVITIES
ljarah assets acquired . {76.361,058)
Fixed assets - own use acquired . (16,200}
Proceeds from disposal of fixed assels - own use - 1,850,312
Proceeds from disposal of ijarah assets 97,023,191 28,830,312
Net cash from / {used in} investing activities 97,023,191 (45,990,634}
CASH FLOWS FROM FINANCING ACTIVITIES
Shorl term finances - net {73,283,832) 140,233,407
Profil paid to certificate holders {1,440) {246,420)
Long term finances - chtained - 140,000,000
Lang lerm finances - repaid (101,666,667) (250,324,974)
Net cash used in financing activities (174,951,939} {10,337,987)
Net increase / (decrease) in cash and cash equivalents 34,963,993 (74,744,320)
Cash and cash equivalents at the beginning of the year 14,743,528 89,487,848
Cash and cash equivalents at the end of the year 3 48,707 521 14,743,528

The annexed notes form an infegral part of these financial statements. 4
-———-.—- \
Chief Executive Officer Director Q/ Director
National Bank Modaraba National Bank Modaraba ational Bank Modaraba

Lahore: October 05, 2017 Management Company Limited Management Company Limited Management Company Limited
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

Balance as at 30 June 2015

Loss for the year ended 30 June 2016
Other comprehensive income for tha vear anded 36 June 2016

Totat comprehensive loss for the year ended 30 June 2016
Balance as at 30 June 2016

Loss for the year ended 30 June 2017

Other comprehensive income for the year ended 30 June 2017
Total comprehansive loss for the year ended 30 June 2017

Balance as at 30 June 2017

The annexed notes form an integral part of these financial statements.

W

/.

RESERVES
CERTHICATE CAPITAL REVENUE S
CAPITAL STATUTORY ACCUMULATED TOTAL
RESERVE LOSS
......................................................... RUPBES. ..o
250,000,000 43,955,189 {152426935)  (108.474,745) 141,525,254
(53832503 (53832502 (53,832,502)
. . (53832502) (33832507 {53,832502)
250,000,000 43,955,189 (206.262437)  (162,307.248) 87,692,750
(713596820 [71.359682) {71359,682)
1359682 (71,350.682) (T1,369.682)
250,000,000 43,956,189 QARG (233666.930) 16,333,070
4
/-
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Chief Executive Officer
National Bank Modaraba

Lahore: October 05, 2017

Management Company Limited
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

1 LEGAL STATUS AND NATURE OF BUSINESS

First National Bank Modaraba {the Modaraba") is a multi-purpose, perpetual and multi-dimensional Modaraba
formed under the Modaraba Companies and Modaraba {Floatation and Control} Ordinance, 1980 and Rules framed
thereunder. The Modaraba is managed by National Bank Modaraba Management Company Limited {a wholly owned
subsidiary of National Bank of Pakistan), incomporated in Pakistan under the Companies Ordinance, 1984 (Now
Companies Act, 2017) and registered with the Registrar of Modaraba Companies. The registered office of the
Modaraba is situated at Ground Floor, National Bank of Pakistan, Regional Headquarters Building, 26-Mc Lagon Road,
Lahare.

The Modaraba is listed on Pakistan Stock Exchange Limited. it commenced its operations on 04 December 2003 and is

cusrently engaged in various Islamic modes of financing and operations including jjarah, musharaka and murabaha
arrangements.

1.1 Going concern assumption

During the year, the Modaraba made an operating profit of Rupees 16.569 million, however, due to provision and
impairment charged against classified assets, the Modaraba incurred loss after taxation of Rupees 71.359 million taking
the accumulated loss to Rupees 277.622 million which exceeds the total amount subscribed by the holders of
modaraba cerfificates, This may atiract the provisions of section 23 of the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980. As on the reporting date, the Modaraba's accumulated loss net of statutory
reserve is amourting to Rupees 233.666 million and ifs current liabilities exceeded its current assets by Rupees
183.394 million. However, current liabilities inculde current porition of security deposits against fjarah facilities
amounting to Rupees 155.082 million which will be adjusted against residual value of ljarah assets on matuity /
termination of ljarah facilities.

On the recommendation of the board of directors of National Bank of Pakistan (parent bank of National Bank Modaraba
Management Company}, the board of directors of National Bank Modaraba Management Company resolved in its
meeting held on 2% Aprit 2017 to explore various appropriate options for cessation of operations of the Modaraba,
which may include, but not necessarily be limited to, winding up of the Modaraba in accordance with the prevailing laws
or merger of the Modaraba.

These factors have raised uncertainties that the Modaraba may not be able to continue as a going concern, Therefore,
these financial statements have been prepared on the basis of estimated realisable / settlement values of assets and
liabilities respectively.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all years presented, unless otherwise stated:

28




2.1

A0

First National Bank Modaraba

BASIS OF PREPARATION
a} Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable in
Pakistan. Approved accounting standards comprise of such Intemational Financial Reporting Standards (IFRS) issued
by the International Accounting Standards Board as are notified under the repealed Companies Ordinance, 1984,
Islamic Financial Accounting Standards (IFAS) issued by the Insfitute of Chartered Accountants of Pakistan, the
requirements of the Modaraba Companies and Modaraba (Fioatation and Control) Ordinance, 1980, the Modaraba
Companies and Modaraba Rules, 1981 and directives issued by the Securities and Exchange Commission of Pakistan
(SECP). Wherever the requirements of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance,
1980, slamic Financial Accounting Standards (IFAS), the Modaraba Companies and Modaraba Rules, 1981 and
directives issued by SECP differ with the requirements of IFRS, the requirements of the Modaraba Companies and
Modaraba (Floatation and Cantrol} Ordinance, 1980, Islamic Financial Accounting Standards (IFAS), the Modaraba
Companies and Modaraba Rules, 1981 or the directives issued by SECP shall prevail.

b} Accounting convention

These financial statements have been prepared using the non-going concem basis of accounting on the basis of
estimated realizable / settlement values of the assets and liabilities respectively. In realizable / sefflement valus basis,
assets are carried at amount of cash and cash equivalents that could cumently be obtained by selling he assets in an
orderly disposal. Liabilities are carried at their sefflement values, that is the undiscounted amounts of cash or cash
equivalents expected to be paid o satisfy the liabiliies in the normal course of business. Previously, these financial
statements were prepared under the historical cost convention, except for cedain financial instruments which were
caried at their fair value.. Had there been no change in this accounting policy, the amounts recognized in the financial
statements would have been different as follows:

2017
Rupees

Impact on balance sheet

ljarah rentals receivable would have been higher by Rupees A 3,100,000
Long term murabaha investments would have been higher by Rupees 17,500,000
Short term murabaha investments would have been higher by Rupees 18,473,740
impact on profit and loss account

Loss before taxation would have been lower by Rupees 39,073,740
Loss per certificate would have been lower by Rupees 156

¢) Use of Estimate and Judgements

The preparation of financial stalements in conformity with approved accounting standards requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process of applying the
Modarabas accounting policies. Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are befieved to be reasonable under the
circumstances. The areas where various assumptions and measurement estimates are significant to the Modarabas
financial statements or where judgments were exercised in application of accounting policies are as follows:
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ljarah assets and fixed assets in own use

The Modaraba reviews the usefut lives of ijarah assets and fixed assets in own use on regular basis. Any change in the

estimates in future years might affect the carrying amounts of the respective items of fixed assels with a comesponding
effecton the depreciation charge and impairment if any.

{jarah rentals, diminishing musharaka financing and murabaha investments

ljarah rentals, diminishing musharaka financing and murabaha investments are stated net of provision against doubtful
receivables. Provision is recognized for ijarah rentals receivable, diminishing musharaka financing and murabaha
investment in accordance with the Prudentiaf Regulations for Modarabas issued by the Securities and Exchange

Commission of Pakistan (SECP) and on subjective evaluation by the management. Bad debts are wrilten-off when
identified.

Estimated realizable / settlement values of assets and liabilities respectively

Based on the management's best estimate, as on the reporting date, carrying values of assets and liabilities reflect
estimated realizable / settlement values respectively. Ouring the year ended 30 June 2017, the Modaraba has
recognized provision for doubtful short term murabaha investments of Rupees 18.474 milion (Note 4.3), provision for
ljarah rental receivables of Rupees 3.100 million {Note 6.2.1) and provision for long term murabaha investments of
Rupees 17.500 miltion (Note 11.2.1 ) on the basis of subjective evaluation of non-performing receivables / assets after
considering the current situation, that the Modaraba may not be able to continue as a going concern. These provisions
are made in addition to the time based criteria given in the regulation of classification and provisioning for non-
performing assets in Prudential Regufations for Modarabas,

As per Circular No. 03 of 2017 guidetine on the basis of preparation of financial statements that are not considered
going concern issued by the Inslitute of Chartered Accountants of Pakistan, analysis of the upside not recognized in the
prafit and loss account of the Modaraba on assets is disclosed in Note 4.4, Note 6.1, Note 7.1.1 Note 9.1 and Note 15.2
in these financial statements. Cumulative effect of upside not recognized in the profit and loss account of the Modaraba
for the year ended 30 June 2017 is amounting to Rupees 50.120 million.

The Modaraba has no items that it plans to sell that the Modaraba has not previously recognized in these financial
statements.

d) Amendments to published approved accounting standards that are effective in current year and are relevant
to the Modaraba

The following standard is mandatery for the Madarabas accounting periods beginning on or after 01 July 2016

IAS 16 (Amendments) Property, Plant and Equipment {effective for annual periods beginning on or after 01 January
2016). The amendments clarify that a depreciation method which is based on revenue, generated by an activity by
using of an asset is not appropriate for property, plant and equipment; and add guidance that expected future
reductions in the selling price of an item that was produced using an asset could indicate the expectation of
technoiogical or commercial obsolescence of the asset, which, in tum, might reflect a reduction of the future economic
benefits embodied in the asset.
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IAS 1 {Amendments) ‘Presentation of Financial Statements' (effective for annual periods beginning on or after
January 2016). Amendments have been made fo address perceived impediments to preparers exercising their
judgement in presenting their financial reports by making the following changes: clarification that information should nat
be obscured by aggregating or by providing immaterial information, materiality consideration apply to the all parts of the
financial statements, and even when a standard requires a specific disclosure, materiality consideration do apply;
clarification that the list of the line items to be presented in these statements can be disaggregated and aggregated as
reievant and additional guidance on subtotals in these statements and clarification that an entitys share of other
comprehensive income of equity-accounted associates and joint ventures should be presented in aggregate as single
line items based on whether or not it will subsequently be reclassified to profit or loss; and additional examples of
possible ways of ordering the notes to clarify thal understandability and comparability should be considered when

determining the order of the notes and to demonstrate that the notes need not be presented in the order so far listed in
IAS 1,

IAS 34 (Amendments) ‘Interim Financial Reporting’ {effective for annual periods beginning on or after 01 January 2016).
This amendment clarifies what is meant by the reference in the standard to information disclosed elsewhere in the
interim financial report. The amendment also amends 1AS 34 to require a cross-reference from the interim financial
statements to the location of that information.

The application of the above amendments does not sesult in any impact on profit or loss, other comprehensive income
and total comprehensive income.

e} Amendments to published approved accounting standards that are effective in current year but not relevant
to the Medaraba

There are other amendments to published approved accounting standards that are mandatory for accounting periods
beginning on or after 01 July 2016 but are considered not to be relevant or do nol have any significant impact on the
Modarabas financial stalements and are therefore not detailed in these financial statements.

f) Standards, interpretations and amendments to published approved accounting standards that are not yet
effective but relevant to the Modaraba

Following standards, interpretations and amendments to existing standards have been published and are mandatory for
the Modarabas accounting periods beginning on or after 01 July 2017 o later periods:

IFRS 9 ‘Financial Instruments' (effective for annual periods beginning on or after 01 January 2018). A finalized version
of IFRS 8 which contains accounting requirements for financial instruments, replacing 1AS 39 Financial Instruments:
Recognition and Measurement. Financial assets are classified by reference fo the business model within which they
are held and their contractuat cash flow characteristics. The 2014 version of IFRS 9 introduces a fair value through
other comprehensive income category for certain debt instruments. Financial liabilities are classified in a similar
manner to under IAS 39, however there are differences in the requirements applying to the measurement of an entitys
own credit risk. The 2014 version of IFRS & introduces an expected credit loss madel for the measurement of the
impairment of financial assets, sa it is no longer necessary for a credit event to have occurred before a credit loss is
recognized. It introduces a new hedge accounting madel that is designed to be more closely aligned with how entities
undertake risk management activities when hedging financial and non-financial risk exposures. The requirements for
the derecognition of financial assets and liabilities are carried forward from IAS 3%. The management of the Modaraba
is in the process of evaluating the impacts of the aforesaid standard on the Modarabas financial statements.
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IFRS 15 ‘Revenue from Contracts with Customers’ (effective for annual periods beginning on or after 01 January 2018).
IFRS 15 provides a single, principles based five-step model to be applied to all contracts with customers. The five steps
in the model are: identify the contract with the customer; identify the performance cbligations in the contract, determine
the transaction price; allocate the transaction price to the performance obligations in the contracts: and recognize
revenue when {or as} the eniity satisfies a performance obligation. Guidance is provided on topics such as the point in
which revenue is recognized, accounting for variable consideration, costs of fulfiling and obtaining a contract and
various related matters. New disclosures about revenue are also introduced. IFRS 15 replaces IAS 11 Construction
Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agreements for Construction of Real
Estate, IFRIC 18 Transfer of Assets from Customers and SIC 31 Revenue-Barter Transactions Involving Advertising
Services. The aforesaid standard is not expected to have a material impact on the Modarabas financial statements.

IFRS 16 ‘Lease’ (effective for annual periods beginning on or after 01 January 2019). IFRS 16 specifies how an entity
will recognize, measure, present and disclose leases. The standard provides a single lessee accounting madel,
requiring lessees to recognize assets and liabilities for all leases unless the lease term is 12 months or less or the
underlying asset has a low value. Lessors continue to classify leases as operating or finance, with IFRS 16 approach 1o
lessor accounting substantially unchanged from its predecessor, IAS 17 Leases. IFRS 16 replaces IAS 17 Leases,
IFRIC 4 Determining Whether an Arrangement Cortains a Lease, SIC-15 Operating Leases-Incentives and SIC-27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease. The management of the Modaraba is
in the process of evaluating the impacts of the aforesaid standard on the Modarabas financial statements.

IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annual periods beginning on or
after 01 January 2018). IFRIC 22 clarifies which date should be used for translation when a foreign currency transaction
involves payment or receipt in advance of the item it relates to. The related item is translated using the exchange rate
on the date the advance foreign currency is received or paid and the prepayment o deferred income is recognized. The
date of the transaction for the purpose of determining the exchange rate to use on initial recognition of the related
asset, expense or income (or part of i) would remain the date on which receipt of payment from advance consideration
was recognized. If there are multiple payments or receipts in advance, the entity shall determine a date of the
transaction for each payment or receipt of advance consideration. The interpretation is not expected to have a material
impact on the Modarabas financial statements,

IFRIC 23 "Uncertainty over Income Tax Treatments' {effective for annual periods beginning on or after 01 January
2019). The interpretation addresses the determination of taxable profit {tax loss), tax bases, unused tax losses, unused
tax credits and tax rates, when there is uncertainty over income fax treatments under IAS 12 Income Taxes. It
specifically considers; whether tax treaiments should be considered collectively; assumptions for taxation authorities'
examinations; the determination of taxable profit {tax loss), lax bases, unused tax losses, unused tax credits and tax
rates; and the effect of changes in facts and circumstances. The interpretation is not expected to have a material
impact on the Modarabas financial statements.

IFRS 15 (Amendments), ‘Revenue from Cantracts with Customers' (effective for annual periods beginning on or after 04
January 2018). Amendments clarify three aspects of the standard (identifying performance obligations, principal versus
agent considerations, and licensing) and to provide some transition relief for modified contracts and completed
contracts. The aforesaid amendments are not expected 1o have a material impact on the Modarabas financial
statements.
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1AS 7 (Amendments), Statement of Cash Flows (effective for annual periods beginning on or after 01 January 2017).
Amendments have been made to clarify that entities shall provide disclosures that enable users of financial statements
fo evaluate changes in Habiities arising from financing activities. The aforesaid amendments will result in certain
additional disclosures in the Modarabas financial statements.

IAS 12 {Amendmenis), ‘Income Taxes' (effective for annual perieds beginning on or after 01 January 2017). The
amendments clarify that the existence of a deductible temporary difference depends solely on a comparison of the
carrying amount of an asset and its tax base at the end of the reperling pericd, and is not affected by possible future
changes in the carrying amount or expected manner of recovery of the assel. The amendments further clarify that when
caleulating deferred tax asset in respect of insufficient laxable temporary differences, the future taxable profit excludes
tax deductions resulting from the reversal of those deductible temporary differences. The amendments are not likely to
have significant impact on Modarabas financial statements.

g} Standards and amendments to approved published standards that are not yet and not considered relevant to
the Modaraba

There are other standards and amendments fo published standards that are mandatery for accounting periods
beginning on or after (1 Juty 2017 but are considered not to be relevant or do not have any significant impact on the
Modarabas financial statements and are therefore not detailed in these financial statements.

Cash and cash equivalents

Cash and cash equivalents are camied in the balance sheet at cost. For the purpase of cash flow statement, cash and
cash equivalents consist of cash in hand and balances with banks.

Receivables

Receivables are due on normal trade terms. These are carried at original invoice amount less provision for doubitful
debts, if any. Balances considered bad and imecoverable are written off when identified.

Murabaha investments

Murabaha investments are stated net of provision, Provision is recognized for Murabaha invesiments in accerdance
with the time based criteria of the Prudential Regulations for Modarabas issued by the SECP and subjective evaluation
of management. Oulstanding balances are writlen off when there is no realistic prospect of recovery.

Murabaha receivable are recorded by the Modaraba at the invoiced amount and disclosed as such in the balance
sheet. Purchases and sales under murabaha and the resultant profit are accounted for on the culmination of murabaha
fransaction.

The profit on that portion of sales revenue not due for payment are deferred by accounting for a debit to "Unearned
Murabaha Income” account with the corresponding credit to "Deferred Murabaha Income” account and shown in the
balance sheet zs a liability,

Financial instruments

Financial instruments carried on the balance sheet include long term loans and deposits, ijarah rentals receivable, net
investment in ijarah finance, murabaha investments, diminishing musharaka financing, advances and other receivables,
bank balances, short term finances, long ferm finances, accrued profit and creditors accrued and other fiabilities.
Financial assets and liabilities are recognized when the Modaraba becomes a party to the contractual provisions of
instrument. Initial recognition is made al fair value plus transaction costs directly attributable 1o acquisition, except for
“financial instrument at fair value through profit or loss” which is measured initially at fair value.
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Financial assets are de-recognized when the Modaraba loses contre! of the contractual rights that comprise the
financial asset. The Modaraba loses such control if it realizes the rights to benefits specified in contract, the rights
expire or the Modaraba surrenders those rights. Financial liabilities are de-recognized when ihe obligation specified in
the contract is discharged, cancelled or expired. Any gain or loss on subsequent measurement {except available for
sale investments) and de-recognition is charged to the profit or loss currently. The particular measurement methods
adopted are disclosed in the individual policy statements associated with each item.

Payables

Liabilities for other amaunts payable are initially recognized at fair value, which is normally the transaction cost.

Offsetting of financial assets and financial liabilities

A financial asset and a financial fiability is offset and the net amount is reported in the balance sheet if the Medaraba
has legaly enforceable right to set off the recognized amount and intends either to settie on a net basis of o realize the
asset and settle the liability simuitaneously.

Diminishing musharaka financing

Diminishing musharaka financing is stated net of provision. Provision is recognized in accordance with Prudential
Regulations for Modarakas issued by the SECP or on the estimate of management, whichever is higher. Bad debts are
written off when identified.

Lease (jjarah) accounting

The Modaraba provides assets to its clients under ijarah agreements as approved by the Religious Board. [jarah
arrangements up to 30 June 2008 have been recorded in the books of accounts as finance lease in line with 1AS-17
{Leases) and arrangements beginning on or after 1 July 2008 have been recorded in the books of accounts under IFAS-
2 (ljarah).

Under the ijarah arrangements up to 30 June 2008, amount due from lessees under finance leases are recorded as
recsivables at the amount of the net investment in the leases. Finance lease income s allocated to accounting pericds
50 as to reflect a constant pericdic rate of return on the net investment outstanding in respect of the leases.

As per the requirements of IFAS-2, the Modaraba has presented assets subject to jjarah in its balance sheet according
to the nature of the asset, distinguished from the assets in own use. Income from ijarah is recagnized on accrual basis,
unless another systematic basis is more representative of the time patlern in which benefit of use derived from the
leased asset is diminished. Costs, including depreciation, incurred in eaming the ijaran income are recognized as an
gxpense.

Net investment in jjarah is stated at present value of minimum ijarah payments. Impairment losses on non-performing
ijarah are recognized at higher of provision required in accordance with the Prudential Regulations for Modarabas or at
a level which in the judgment of the management is adequate to provide for potential fjarah losses. These losses can
be reasonably anticipated as the difference between the carrying amount of receivahles and present value of expected
cash flows discounted at the rates implicit in the fjarah agreemant.

Fixed assets

Assets given to customers under ijarah arrangements

Assets given to customers under jjarah arrangements on or after 01 July 2008 are accounted for as operating lease and
are stated at cost less accumulated depreciation and impairment loss, if any. Assets under ijarah arrangements are
depreciated using the straight line basis over the sharter of jjarah term or assets useful life. In respect of additions and
transfer during the year, depreciation is charged proportionatsly to the period of ijarah.
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Assets in own use - Tangible

Tangible fixed assets are stated at cost less accumulated depreciation and impairment loss, if any. Cost in relation to
the assets comprises acquisition and other directly attributable costs. Subsequent costs are included in assets' carrying
amaunis when it is probable that future economic benefits assaciated with the item will flow fo the Modaraba and the
cost of the item can be measured reliably. Carrying amount of paris so replaced, if any, is derecognized. All cther
repairs and maintenance are charged to income as and when incurred. Gain / loss on disposals are carried to the profit
and loss account in the year of disposal.

Depreciation is charged to income using the straight line method at the rates as specified in note 15 to these financial
statements so as to write off the cost of assets over their estimated useful lives without taking into account any residual
value. Depreciation on additions to the tangible fixed assets is charged from the month in which an asset is available for
use while no depreciation is charged far the month in which the asset is disposed off.

Carrying amounts of the Modaraba's assets are reviewed at each balance sheet dale to determine whether there is any
indication of impairment. If such an indication exists, the recoverable amount of such asset is estimated and
impairment loss is recognized in the profit and loss account. Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised recoverable amount but limited to the extent of the initial cost of
the asset. A reversal of the impairment loss is recognized as income in the profit and loss account.

Assets in own use - Intangible

Expenditure incurred on infangible asset is capitalized and stated at cost fess accumulated amortization and any
identified impairment loss. Intangible asset is amortized on straight tine basis over a period of three years.

Provisions

Provisions are recognized when the Modaraba has a present, Jegal or constructive obligation as a result of past events
and it is probable that an outflow of resources embadying economic benefits would be required to settle the obligation
and a reliable estimate of the amount can be made. Provisions are reviewed at each balance sheet date and adjusted
to reflect the current best estimates.

The amount recognized as a provision is the best estimate of the consideration required to setile the present gbligation
at the balance sheet date, taking into account the risks and uncertainties surrounding the obligation. Future operating
losses are not provided for.

Revenue recognition

For lease (ijarah) agreements execuled on or before 30 June 2008, the uneamed finance income is deferred and
amortized to income over the term of fjarah, applying the annuity method to produce a constant rate of return con net
investment in ijarah. Unrealized ijarah income on potential lease losses is excluded from the income from ijarah
operations in accerdance with the requirements of the Prudential Regulations for Modaraba issued by the SECP.

For lease (jjarah) agreements executed on or afler 01 July 2008 lease rentals are recognized as income on accrual
basis, as and when the rental becomes due over the ijarah period,
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The deferred murabaha income i.e. the excess of aggregate murabaha instalments over the cost of the assel under
murabaha investment is deferred and then amortized over the term of the murabaha, so as fo produce a constant raie

of return on murabaha investment. Documentation charges, front-end fee and other murabaha income are recognized
as income on receipt basis.

Return on deposits with banks is recognized on time proportionate basis.

Profit en diminishing musharaka financing is recognized under the effective mark-up rate method based on the amount
outstanding.

Income from fee and commission is recognized as and when it becomes due.

Borrowing costs

Borrowing costs on long-term finances are capitalized up to the date of commissioning of respective qualifying assets

acquired out of the proceeds of such long-term finances. All other borrowing costs are recognized in profit and loss
account.

Taxation

Current

Provision for current taxation is based on taxable income at the current rates of taxation after taking into account tax
credits available, rebates and exemptions, if any. Under clause 100 of Part ~ | of Second Schedule to the Income Tax
Ordinance 2001, the income of non-frading modarabas is exempt from tax provided that not less than 90% of their
profits are distributed to the certificate holders.

Deferred

Deferred tax is provided, using the balance sheet method, on all femporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts. Deferred tax liabilities are recognized for all
taxable temporary differences. Deferred tax assets are recognized for all deductible temporary differences to the extent
that it is probable that the temporary differences will reverse in the future and taxable income will be available against
which the temporary differences can be utilized.

Profit distribution

Profit distribution to certificate holders is recognized as a liability in the period in which such distribution is annaunced.
Segment reporting

As per [FRS 8, operating segments are reported in @ manner consistent with the internal reporting used by the chief

operating decision-maker. The Managing Director has been identified as the chief operating decision-maker, who is
responsible for allocating resources and assessing performance of the operating segments.

The Managing Director is responsible for the Modarabas entire product portfolio and considers the business to have a
single operating segment. The Modarabas asset allocation decisions are based on a single integrated investment and
the Modarahas performance is evaluated on overall basis.
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BANK BALANCES

Current accounts
Associated undertaking - National Bank of Pakistan
Others

Saving accounts (Note 3.1}
Associated undertaking - National Bank of Pakistan
Cthers

These carry mark-up at the rate of 2.70% to 3.50% {2016: 3.50% to 6.50%) per anaum.
SHORT TERM MURABAHA INVESTMENTS - SECURED

Considered good
Considered doubtfuf (Note 4.4)

Add: Deferred murabaha income

Less: Provision for non-performing murabaha investments (Note 4.1)

Provision for non-perferming murabaha investments

Opening halance

Charged during the year {Note 4.3}
Reversed during the year

Net charged during the year
Clesing balance

/28

—
2017 2016
Rupees Rupees

270,647 750,329
48,041 1,506,724
318,688 2,257,053
25,291 1,762,619
49,363,542 10,723,856
49,388,833 12,486,475
49,707,521 14,743 528
- 25,000,000
244,025,025 247,125,028
244,025,025 272,125,028
2,654,776 3,255,776
246,679,801 275,380,804
(227,462859)  (177,046,511)
19,216,842 98,334,293
177,046,511 170,127,500
50,416,448 43,027,951
- {36,108,940)
50,416,448 6,919,011
_ 227462359 177,046,511

These represent investments under murabaha arrangements on deferred payment basis at specified profit margins. These
investments carry profit at the rate of 10.36% to 15.54% (2016: 9.61% to 15.54%) per annum and are secured against charge
over fixed and current assets, personal guarantees of directors of customer companies, registered and equitable mortgage of

properties, demand promissory notes and post dated cheques varying from case to case,

This includes provision of Rupees 18.474 million (2016: Rupees Nil) recognized during the year on the basis of subjective

evaluation of non-performing short term murabaha investments.

This includes doubtful short term murabaha investments of Rupees 16.562 million whose realizable value esfimated by the
management as on the reporting dale is Rupees 23.546 million. Hence, there is an upside of Rupees 6.984 millon not

recognized in the profit and loss account of the Modaraba.

ACCRUED PROFIT

Murabaha investments
Diminishing musharaka financing
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2017 2016
Rupees Rupees

IJARAH RENTALS RECEIVABLE

Considered good - secured 12,028,297 24,220,234
Considered doubtful (Note 6.1) 99,593,682 88,327,883
Less: Provision for doubtful ijarah rentals receivable {Note 6.2) (20,363,489) (13,622,056}
Less: Profit held in suspense (Note 6.3) (21,311,458) {17,108,267)

57.918.735 57,597,560
69,947,032 81,817,794

This includes deubtful jjarah rentals receivable of Rupees 75.895 million whose realisable value estimated by the management

as on the reporting date is Rupees 83.907 million. Hence, there is an upside of Rupees 14.012 million not recagnized in the
profit and loss account of the Modaraba.

2017 2016
Rupees Rupees
Provision for doubtful jjarah rentals receivable
Opening balance 13,622,058 12,633,222
Charged during the year (Note 6.2.1} 7,318,597 1,239,496
Reversed during the year {577,164) {250,662)
Closing balance 20,363,489 13,622,056

This includes provision of Rupees 3.100 milion (2018: Rupees Nil) recognized during the year on the basis of subjective
evaluation of nen-performing ijarah rantals receivable.

2017 , 2016
Rupees Rupeas
Profit held in suspense
Opening balance 17,108,267 8,424 135
Income suspended during the year 7,207,092 8,684,132
Suspended income received {3,003,901) -
Closing balance 21,311,458 17,108,267
ADVANCES, PREPAYMENTS AND OTHER RECEIVABLES
Advances to employees for expenses (unsecured - considered good) 12,530 21,491
Income tax deducled at source 2,299,126 1,167,798
Prepayments 27,880 248,157
Other receivables {Note 7.1) 1,503,788 1,166,343
3,843,324 2,604 790
Other receivables
Considered good 1,503,788 1,166,343
Considered doubtful {Note 7.1.1) 29,244 256 28,368,640
Provision against doubtful other receivables {Note 7.2} {29,244,256) {28,368,640)
1,503,788 1,166,343

Doubtful other receivables of Rupees 29.244 million have been fully provided in these financial statements, however, these
include receivables of Rupees 1.816 million whose realizable value estimated by the management as on the reporting date is
Rupees 0.487 million. Hence, there is an upside of Rupees 0.487 million not recognized in the profit and loss account of the
Modaraba.
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Provision against doubtful other receivables

Opening balance 28,368,640 24,988 256
Charged during the year 875616 3,380,384
Closing balance 29,244 256 28,368,640

CURRENT PORTION OF NON-CURRENT ASSETS

Net investment in ijarah finance {Note 9) 31,270,867 24,080,628
Oiminishing musharaka financing (Note 10) 26,098,927 21,367,573
Long term murabaha investments {Note 11.3) 45,083,734 48,046,233
Long term loans and deposits (Note 12) 595,499 917,373

103,049,027 94,413,807

M7 2016
NET INVESTMENT IN Not later than Later than one Not later than Later than one
NARAH FINANCE and less than Total and less than Total
one year one year )
five years five years
Rupees

Minimanm ijarah rentals
receivable 62,161,137 17,185,554 78,346,691 54,929,071 29,185,554 84,114 675
Residual value of ijarah assels 5,088 181 46,700 5,134,881 5,088,181 46,700 5,134,881
Gross investmenl in fjarah
financa 67,249,318 17,232254 84,481,572 60,017,252 29,232 254 89,249,506
Less: Uneamed finance
ingome {13,071,599) (15,580,740} (28,652.339) {13.029,772) {19,789,3201 (32,819,082
Netinvestment in lease ijarah
finance S4171.1S 1651514 55,829,233 46,987 480 9,442,834 56,430,414
Less; Provision for doublful net
investment in fjarah finance
{Note 9.2} (22,906,852 - (22,906,852 {22.906,852) - (22,806,852)

31,270,867 1,651,514 32,922,381 24,080,628 9442934 33,523 562
Less: Current portion (Note 8) (31.270,867) (24,080.628)

1651514 9442934

The Modaraba has entered into various ljarah agreement for periods ranging from 8 to 14 years (2016: 8 0 14 years). Security
deposits ranging from 0.1% to 10% (2016: 0.1% to 10%) are obtained at the time of cisbursement. The rata of profit implicit in
fiarah ranges from 9.76% to 11.97% (2016: 7.86% to 11.19%) per annum,

This includes doubtful ijarah rentals receivable of Rupees 27.788 million whose realizabls value estimated by the management
as on the reporiing date is Rupees 55.575 million. Hence, thers is an upside against net investment in ijarah finance and
unearned finance income estimated to Rupees 22.9G7 mifion and Rupees 4.880 million respectively, which is not recognized in
the profit and loss account of the Modaraba.
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Pravision for doubtful net investment in ijarah finance

Opening balance
Charged during the year
Closing balance

DIMINISHING MUSHARAKA FINANCING - SECURED

Considered good

Considered doubtful

Provisicn against doubtful diminishing musharaka {Note 10.2)

Less: Current portion {Note 8}

Annual Report 2017
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017 2016
Rupees Rupees
22,906,832 5,658,000

- 17,248,852
22906 852 22,906 852
32,258,640 52,007,931
4,337,634 4,662,957
4,337 634 4,662 957
36,596,274 56,670,888
(26,098,927) {21,367,573)
10,497 347 35.303,315

This represents diminishing musharaka financing arrangement entered for a term of three to four years. The Modaraba has
provided financing to the extent of 23.69% to 90% of the value of the musharaka assets, This financing is secured by first
charge on all present and future fixed assets of the client, personal guaraniee of directors, registered and equitable mortgage
on properties, post dated cheques and joint ownership of musharaka assets. These carry profit at rales ranging between 9.35%

10 14.02% (2016: 9.35% to 13.65%) per annum and are repayable on monthly basis.

The provision against doubtful diminishing musharaka financing is not required under Prudential Regutations for Modarabas

due to forced sale value of collaterally held assets.

LONG TERM MURABAHA INVESTMENTS - SECURED

Considered good
Considered doubtful

Add: Deferred murabaha income (Note 21)

Less: Provision for doubitful murabaha investments (Note 11.2}

Less: Current portion {Note 11.3)

2017 2016
Rupees Rupees
14,895,252 24,284,321
69,602,515 69,602,515
84,497 767 93,886,836
31,913,554 31,913,554

116,411,321 125,800,390
{69,502,482) (41,602,482
46,508,839 84,197 908
(45,083,734)  (48,048,233)
1,725,105 36,148,675

These represent investments under murabaha arangements on deferred payment basis at a profit margin ranging from 9.38%
to 15.50% {2016: 9.38% 1o 15.50% ) per annum. These investments are secured against charge over fixed and current assets,
registered and equitable morlgage of properlies, personal guarantees of the directors of customer companies, demand

promissory notes and post-tated cheques varying from case to case,
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Proviston for doubtful murabaha investments

Opening balance

Charged during the year (Note 11.2.1}
Reversed during the year

Net charged during the year

Closing balance

132
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017 2016

Rupees Rupees
41,602,482 8,960,420
28,000,000 32,736,682

- {94,620)
28,000,000 32,642,062
69,602,482 41,602,482

This includes provision of Rupees 17.50C miflion (2016 Rupees Nil) recognized during the year on the hasis of subjective

evaluation of non-performing long term murabaha investmens.

Current portion of long term murabaha investments
Murabaha investments

Deferred murabaha income (Note 21}

LONG TERM LOANS AND DEPOSITS

Long term loans to employees (Note 12.1)

Security deposits

Less: Current portion (Note 8)

VH205 44079315
7,481,683 1,968,918
08T 48048233
1,556,881 2,601,317
39,500 30,500
1,506,381 2640817
(595,499) (917373)
1,000,882 1,723,444

These loans are given to employees of the Modaraba for purchase of vehicles and carry profit at the rate of 5% (2016: 5%) per
annum. Maximum aggregate balance due from employees at the end of any month during the year was Rupess 2,513,662

(2016; Rupaes 6,098,247). As a security, vehicles are registered in the name of the Modaraba.

INTANGIBLE ASSET

Cost

Accumulated amortization
Net book value

As at reporting date, the intangible asset is fully amertized but stil in use of the Modaraba.
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IJARAH ASSETS

At 30 June 2015

Cost
Accumulated depreciation
Net book value

Year ended 30 June 2016

Opening net book value
Additions
Disposals;

Cost

Accumulated depreciation

Reclasification adjustment:
Cost
Accumulated depraciation

Impairment loss
Depreciation charge
Closing net book value

At 30 June 2016

Cost
Accumulated depreciation

Accumulated impairment loss
Net book value

Year ended 30 June 2017

Opening net book value
Disposals:

Cost

Accumulated depreciation

Impairment loss:
Impairment loss recognized
Impairment loss reversed

Depreciation charge
Closing net book value

At 30 June 2017

Cost

Accumulated depreciation
Accumulated impairment loss
Net book value

Annual rate of depreciation (%)
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Plant and Vehicles Total
machinery
Pupaae
646,151,210 842240781  1,488,391,991
(373,524,792)  (405836,916) (779,361,708}
272,626,418 436,403 865 709,030,283
272,626 418 436,403,865 709.030,283
. 76,361,058 76,361,058
(130.723.700)| [ (188,181.400)|[  (318,905,100)
116,303,933 125439431 241,743,364
(14.419,767) 62.741,969) (77.161,736)
73,500,000 {73,500,000) )
(49,739,417) 49739417
23,760,583 (23,760,583)
(1,502,302) (3,471,787) (4,974,089)
(103.743825)  (133318015)  (237,061,840)
176,721,107 780,472,569 466,193,676
588,927,510 656,020,430 1,245,847 ,949
[@10,704,101)  (363976,083)  (774.680,184)
(1,502,302) (3.471,787) (4,974,089)
176,721,107 280,472,569 366,193,676
176,721,107 289,472,569 466,193,676
(178.983837)| [ (202,495620)|]  (381,479,457)
137,870,210 151,041,437 288,981,647
(41,013,627) (51,484,183) (92.497,810)
(3.203.211) - (3.203.211)
. 1,307,045 1,307,045
(3.203.211) 1,307,045 (1,896,166)
(53618261)  (70.737,786) _ (124,356,047)
78,886,008 168.557 645 247 443,653
409,943,673 454,424,819 864,368,492
(306,352152)  (283,702.432) . (610,054,584}
(4,705,513) (2,164,742) (6,870,255)
78,886,008 168,557,645 747 443,653
17-33 14.-50
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15 FIXED ASSETS - OWN USE

Vehicles Computersland Elc.eclric Total
accessories equipment
Al 30 June 2015
................... Rupees.-_...............

Cost 3,287,805 1,793,858 434 664 5516,427
Accumulated depreciation (3,492,231) {1538.451) {418,387} (5,149,069)
Net book value 95,674 265,407 16,277 367,358
Year ended 30 June 2016
Cpening net book value 85,674 255407 16,277 367,358
Additions - 10,200 - 10,200
Disposals;

Cost {1,936,723) - - (1,936,723)

Accumulated depreciation 1,889,921 . - 1,880,921

{46,802) - - {46,802)

Depreciation charge {40,652} {183,693) {14,580) {238,925)
Closing net book value 8,220 81,914 1,697 91.831
At 30 June 2016
Cost 1,351,182 1,804,058 434 664 3,589,904
Accumulated depreciation {1,342,962) {1,722144) (432,967) {3,498,073)
Net book value 8,220 81,914 1,697 91,631
Year ended 30 June 2017
Opening net book value 8,220 81,914 1,697 91,831
Depraciation charge (8,220) (74,182) (1,697) (84,099)
Closing net book value - 7,132 - 77132
At 30 June 2017
Cost 1,351,182 1,804,058 434 664 3,589,904
Accumulated depreciation {1,351,182) {1,796,326) (434,664 (3.582172)
Met book value - 7,132 - 7,732
Annual rate of depreciation (%) 20 33.33 20-33.33

131 The cost of fixed assets includes fully depreciated assels of Rupees 3,241,823 {2016: Rupees 2,668,758) which are
stifl in use of the Modaraba.

15.2  Upside against fixed asset in own use estimated by the management as on the reporling date is Rupees 0.850 million.

16 SHORT TERM FINANCE - SECURED

2017 2016
From banking companies Rupees Rupees
Running finance:
Associaled undertaking - National Bank of Pakistan (Note 16.1) 201,634,754 ' 249,918,586
Murabaha finance {Note 16.2} 25,000,000

201634754 274918586
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161 The Modaraba has tofal working capital finance faciity of Rupees 250 milion (2016; Rupees 350 million) available from
National Bank of Pakistan out of which Rupees 48.365 million {2016: Rupaes 75 million) remained wnutilized at year end, This
carry mark-up / profit at. rate for 1 month KIBOR plus 1% (2016: 1 menth o 6 monlhs KIBOR plus 0.5% to 2%) per anaum
payable monthly. The effective mark-up / profit rate charged during the year range from 6.22% 1o 6.29% (2016: 7.26% to
9.83%) per annum. This facllity is secured by way of first joint pari passu hypathecation charge on all present and future
receivables, leased assets and related lease receivables and present and future assets of the Modaraba 1o the extent of
Rupees 277.778 million (2016: Rupees 611.778 million).

16.2  This facilty of Rupees 100 million oblained from Al-Baraka Bank {Pakistan) Limited to finance murabaha operations of the
Modaraba has been fully repaid during the year. This carried mark-up at the rate of § months KIBOR plus 2% per annum
payable semi annually. The effective mark-up rate charged during the year ranged from 8.36% to 8.37% {2016: 8.36% 1o
9.83%) per annum. This was secured by way of joint pari pasu charge on leased assets and receivables of the Modaraba to the
extent of Rupees 334 mitlion.

2017 2016
Rupees Rupees
17 CREDITORS, ACCRUED AND OTHER LIABILITIES
Advances from customers 25725887 22,503,209
Accrued expenses 433780 559,000
Withholding tax payatle 12414
Unclaimed profit distribution 437 624 439,064
Charity and other payable 668,108 183,290
27,265,309 23,696,977
18 CURRENT PORTION OF NON-CURRENT LIABILITIES
Security deposits against jarah assets {Note 19) 155,082,085 190,103,119
Long term finances - secured (Note 20) 33,333,332 101,666,668
Deferred murabaha income {Note 21) 7481683 3,968,918
195,897,100 295,738,705
19 SECURITY DEPOSITS AGAINST IJARAH ASSETS
Security deposits against ijarah assets 176,582,872 261,723,821
Less: Current portion (Note 18) (155,082,085} (190,103,119}
21,500,787 71,620,702
20 LONG TERM FINANCES - SECURED
From banking companies and financial institution - secured
National Bank of Pakistan - associated undertaking (Note 20.1) 50,000,002 83,333,334
Pak China Investment Comgany Limited (Note 20.2) 35,000,000
First Women Bank Limited (Note 20.3) 33333334
50,000,002 151,666,668
Less: Current portion {Note 18) {33,333,332) _ (101,666,568)
16,666,670 50,000,000
201 This demand finance facility of Rupees 200 million is obtained to finance operations of the Modaraba. This is-repayable in 12

equal quarterly instalments. This carries mark-up at the rate of 3 months KIBOR plus 2.00% per annum payable quarterly. The
effective mark-up rate charged during the year ranged from 7.54% to 7.85% (2016: 7.85% to 8.51%) per annum. This is
secured by way of first joint pari passu hypothecation charge on all present and future leased assels and relaled lease
receivables of the Modaraba to the extent of Rupees 222.222 milkion.
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This term finance facfity of Rupees 200 million obtained to finance ljarah operations of the Modaraba has been fully repaid
during the year. This carried mark-up at the rate of 6 months KIBOR pius 1.75% per annum payable semi annually. The
effective mark-up rate charged during the year was 7.99% {2016; ranged from 8.38% to 8.63%) per annum, This was secured

by way of hypothecation charge on all present and future leased assets and other Islamic preducts recievable of the Modaraba
with 25% margin,

This demand finance facility of Rupees 200 million obtained to finance operations of the Modaraba has been fully repaid during
the year. This carried mark-up at the rate of & months KIBOR plus 1.75% per annum payable semi annually. The effective mark-
up rate charged during the year was 7.81% (2016: ranged from 8.26% to 8.79%) per annum. This was secured by way of joint
pari passu charge on leased assets and other Islamic products’ receivable of the Modaraba to the extent of Rupees 367 million.

2017 2016
Rupees Rupees
DEFERRED MURABAHA INCOME
Long term deferred murabaha income (Note 11) 31,913,554 31,913,554
Less: Current portion (Note 18) {7,481,683) {3,968,018)

2443181 27,944,636

CERTIFICATE CAPITAL

Authorised certificate capital

60,000,000 (2016: 68,000,000) modaraba certificates of Rupees 10 each 600,000,000 600,000,000

Issued, subscribed and paid-up certificate capital

25,060,000 (2016: 25,000 000) modaraba certificates of Rupees 10 each 250,000,000 250,000,000

7,500,000 {2016 7,500.000) certificates of the Modaraba are held by National Bank Modaraba Management Company Limited,
the management company,

2017 2016
Rupees Rupees
RESERVES
Capital reserves
Statutory reserve {Note 23.1) 43,955,189 43,955,189

Revenue reserve

Accumulated loss (277622,115) (206,262 437)

(233,666.930) _ {162.307.248)

This represents special reserve created in compliance with the Prudential Regulations for Modarabas issued by SECP.

CONTINGENCIES AND COMMITMENTS

Contingencies NIL NIL

Commitments - facilities approved but not disbursed NIL NIL
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2017 2016
Rupees Rupees
25 OTHER INCOME
Documentation charges 203,251

Service charges 97,018 126,828

Gain on disposa of fixed assets - own use - 1,503,510

97,018 1,833,589

26 OPERATING EXPENSES

Salaries, allowances and other benefits (Note 26.3) 10,968,204 10,874,978
Communication 275,695 282,535
Travelling and conveyance 313,264 176,620
Vehicles' running 129,469 181,754
Postage and stamps 35,928 64,672
Advertisement 104,670 135,191
Legal and professional 947,941 1,231,190
Auditors' remuneration (Note 26.1) 546,830 539,480
Fees and subscription 681,303 943,115
Repairs and maintenance 280,552 266,607
Insurance 89,307 186,186
Stationery and printing 348,183 393,708
Entertainment 249,886 285673
Depreciation on fixed assets - own use (Nofe 15) 84,009 238,925
Amortization - 146,016
Other sundry expenses 105,104 83431

16,175,035 16,130,081

261 Auditors’ remuneration

Audit fee 302,500 302,500
Half yearly review fee 86,800 96,800
Certifications 97,600 97,600
Out of pocket expenses 49,930 42,580

546.830 539,480

26.2  Office space, utilities and related expenditure are borne by National Bank Modaraba Management Company Limited, Modaraba
management company.

26.3  Salaries, allowances and other bensfits

The aggregate amount charged for remuneration including all benefits to officers and employees of the Modaraba are as under:
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[ 2017 2015

| Officers [[_Empioyees 1T Totai Officers || Employees I~ Total
Rupees
Salary 2,380,131 2967252 4,937,383 2,044,792 2,678,888 4,723,680
House rent allowance 1,045,837 1132620 2178457 1,022,400 1,290,835 2,313,235
Utilities 251,001 271,813 522,814 245,376 310,158 565,534
Bonus 482,319 520,389 1,002,708 434,518 548,330 982,848
Others 770,350 1556492 2,326,842 669,485 1,730,196 2,399,681
4,323,638 6,038.566 10,968,204 4416,571 6,558,407 10,974,978
Number of persons 3 8 1 3 g 12
Average number of employees during the year was 12 {2016 14). All employees are on contract.
2017 2016
Rupees Rupeas
FINANCE COST
Short term finances 15,879,672 1,426,922
Short term certificates of musharaka . 16,088,320
Long term finances 7,684,799 21,246,751
Bank ang other charges 135,928 153,625

23,700,399 44,916,618

This includes finance cost of Rupees 21,133,745 (2016 Rupees 8,651,373} on various facilities obtained from National Bank of
Pakistan - associated urdertaking.

2017 2016
Rupees Rupees

PROVISION FOR DOUBTFUL RECEIVABLES

Opening balance 290,333,399 229,154,256
Add: Charged during the year {Note 28.1} 86,610,661 97,633,365
Less: Revarsed during the year (577,164) (36,454,222)
Net provision charged during the year 86,033 497 61,179,143
Closing batance (Note 28.2) 376,366,896 290,333,399

This includes provision of Rupees 39.074 million {2016: Rupees Nit} recognized during the year on the basis of subjective
evaluation of non-perfarming short term murabaha investments, ijarah rentals receivable and long term murabaha investments.
The break-up is as under:

2017 2016
Rupees Rupees
Short term murabaha investments 18,473,740 -
ljarah rentals receivabile 3,100,000 -
Long term murabaha investments 17,500,000

39,073,740
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Break up of closing balance
Provision against doubtful murabaha investments [Note 4.1 and Note 1.2) 297,065,441 218,648,993
Provision against accrued profi 6,786,858 6,786,858
Provision for doubtful ijarah rentals receivable {Nate 6.2) 20,363,489 13,622,056
Provision against doubtful other receivables (Note 7.2) 29,244,256 26,368,640
Provision for doubtful net investment in ifarah finance (Note 9.2) 22,906,852 22,906,852
376,366,896 290,333,399
MODARABA MANAGEMENT COMPANY FEE

In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980,
managemerd fee & 10% of annual profits is paid o the modaraba management company. Gwing to the foss during the year,
the modaraba management company’s fee has not been provided for.

2017 2016
Rupees Rupees
TAXATION
Current:
For the year (Note 30.1)

Deferred income tax (Note 30.2)

No provision for current tax is recognized as the Modaraba has estimated carry forwardable tax losses of Rupees 256973
million (2016: Rupees 185.890 million). Further, provision of minimum tax is not applicable 1o the Modaraba as per sub clause
(xii} of clause 11A of part IV of second schedule to the Income Tax Ordinance, 2001,

Deferred income tax

The asset for deferred income tax originated due to temporary differences relating to:

Accelerated tax depreciation 43,448,578 67,217,385

Carry forward tax losses 64,243,310 48,972 569
107,691,888 116,189,964

Less: Defarred income tax asset nol recognized {107,691,888) (116,189,964}

The deferred income tax asset of Rupees 107.692 million {2016: Rupees 116.190 million) has not been recognized in these
financial statements as the temporary differences are not expected fo reverse in foreseeable future because taxable profits may
not be available against which the temporary differences can be utilized.

LOSS PER CERTIFICATE - BASIC AND DILUTED

Loss attributable to ordinary certificates holders Rupees {71,359,682) (53,832,502)
Weighted average number of ordinary certificales

outstanding during the year Numbers 25,000,000 25,000,000
Loss per certificate Rupees {2.85) {2.15)

There is no dilution in loss per cerificate as the Modaraba has not issued any instrument which would have an impact on its
loss per certificate.
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FUTURE JARAH RENTALS RECEIVABLE

Aggregate amount of future ijarah rentals receivabie on the basis of agreements executed upto 30 June 2017 approximate to
Rupees 197,917,339 (2016: Rupees 316,254,11). The amount of future ijarah rentals receivable and period during which they
fall due are:

Not later than one year 160,949,631 193,619,780
Later than one year but not iater than five years 36,967,708 122,634,331
Later than five years

197,917,339 316,254 11

The Modaraba has entered into various fjarah agresment for periods ranging from 3 o 11 years (2016: 3 0 11 years). Security
deposits ranging from 0% to 71% (2016: 5% to 73%) are obtained at the time of disbursement, The rate of profit implicit in
ljarah ranges from 9.46% to 14.46% (2016: 9.15% to 10.98%) per annum,

FINANCIAL RISK MANAGEMENT

The Modaraba has exposure to the following risks from its use of financial instruments:

- Credit risk
- Liquidity risk
- Market risk

The Board of Directors of the management company has overall responsibility for the establishment and oversight of the
Modaraba's risk management framework.

Credit risk

Credit risk is the risk that the counterparty to a financial instrument will cause a financial foss to the Modaraba by failing to
discharge an obligation. The risk is generally limited to principal amounis and accrued profit thereon, if any. The Modaraba's
policy is to enter Into financial contracts in accordance with the internal risk management policies and the requirements of the
Prudential Regulations. The carrying amount of the following financial assets represents the maximum credit exposure at the
reporting date:

2017 2016
Rupees Rupees
Bank balances 49,707,521 14,743,528
ljarah rentals receivable 69,947,032 81,817,794
Other receivables 1,503,788 1,166,343
Accrued profit 388,493 487,183
Murabaha investments 31,457,351 147,362,871
Nat investment in ijarah finance 32,922,381 33,523,562
Diminishing musharaka financing 36,596,274 56,670,888
Leng term Yoans and deposits 1,596,381 2,640,817

224 119,221 338,412,986
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33.1.1 Credit quality of banks
The credit quality of the Modaraba's bank balances can be assessed with reference fo external credit ratings as follows:

Rating 017 |[ 2016
Short term || Longterm || Agency Rupees

National Bank of Pakistan Al+ AAA PACRA 295,939 2,512,948
Al Baraka Bank (Pakistan) Limited A1 A PACRA 252,945 10,723,856
Bank Alfalah Limited Al+ AA PACRA 4,964 140,696
First Women Bank Limited A2 A- PACRA 4,760 4,810
Allied Bank Limited A4 AA+ PACRA . 4,733
Habib Bark Limited A1+ AAA JCR-VIS - 18,829
The Bank of Punjab Al+ AA PACRA 38,052 38,226
Bank Islami Pakistan Limited Al At PACRA 49,110,860 73,377
MCB Bank Limited (fomerly NIB Bank

Limited) Al+ AA PACRA . 54 501
United Bank Limited A+ AAA JCR-VIS . 2,828
Bank Al-Habib Limited Al+ AA+ PACRA . 22
MCB Bank Limited Al+ AAA PACRA 1 1,168,612

49,707 521 14,743,528

33.1.2 Description of collateral held

The Modaraba's ijarah arrangements (leases) are secured against fjarah assets, demand promissory notes, post dated
cheques and personal guaraniees varying from case to case. In a few arrangements additional collateral is also oblained in
farm of charge on fixed assels,

Murabaha investments are secured against charge over fixed and current assets, registered and equitable mortgage of

properties, perscnal guarantees of directors of customer companies, demand premissory notes and post daled cheques
varying from case to case,

Diminishing musharaka financings are secured by first charge on all present and future fixed assets of the client, registered and

equilable mortgage on properties, personal guarantee of directors, post daled cheques and joint ownership of musharaka
assels varying from case 1o case.

33.1.3  Age analysis of profit accrued on murabaha investments

30 June 2017
Amount on Amount on Suspension made
. . uspension ma .
Past due Gross amount which rTo wh|cf1 . undzr Prudential Carrying
suspension suspension is Regulations amount
is required required
Rupees

0 days - - - . -
1 day - 89 days - - - - -
90 days - 179 days - - - - -
180 days - 364 days - - . - -
1 year - less than 2 year 2,068,453 - 2,068,453 2,068,453 -
2 year - less than 3 year 2,732.411 . 2732411 273241
3 year of more 8,019,086 - 8,019,086 8,019,086 -
Total 12,819,950 - 12,819,950 12,819,950 -
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30 Jure 2016
Amount on Amount on Suspension made
which no which rryi
Past due Gross amount suspension suspension is under Pm#e""al i:n:yt::tg
Is required required Regulations
Rupses
0 days 345915 345,915 345915
1 day -89 days - R . .
90 days - 179 days 770916 770,816 770916
180 days - 364 days 1,297,537 1,297,537 1,297,537
1 year -less than 2 year 1,881,603 1,891,603 1,891,603 -
2 year - less than 3 year 2.667.547 2,667,547 2,667,547
3 year or more 5520853 - 5,520,853 5,520,853 -
Total 12,494,371 345,915 12.148,456 12,148,456 345915
33.14  Age analysis of murahaha investments
30 June 2017
Amount on Amount on Provision
Past due Gross amount which.no whiFh . recognized ] Carrying
provision provision is under Prudentiai amount
is required required Regulations
Rupees
0 days 14,895,252 14,895,252 - 14,895,252
1 day -179 days - - -
180 days- 364 days - - - .
1 year - less than 2 year 36,947,483 - 36,947,483 36,947 483 -
2 year - less than 3 year 93,500,000 3,500,000 88,957,801 4,632,199
3 year or more 183,180,057 . 183,180,057 171,250,157 11,929,900
Total 328,522,792 14,895,252 313,627,540 297,065,441 31,457,351
30 June 2018
Amount on Amount on Provision
Past due Gross amount which.no wr.ﬂ.Ch . recognized Carrying
provision provision is under Prudential amount
is required required Regulations
Rupees
0 days 49,784 321 49,284,321 - 49,284,321
1 day-17¢ days 14,872,637 - 14,872,837 - 14,872,637
180 days - 364 days 22,074,849 22,074,849 4,414,870 17,659,879
1 year - less than 2 year 76,600,000 76,600,000 27,800,000 48,800,000
2 year - less than 3 year 90,018,933 90,018,933 73,272,899 16,746,034
3 year and above 113,161,124 - 13,761,124 13,161,124 -
Total 366,011,864 49,284,321 316,727,543 218,648,993 147,362,871

Provisions are recognized by the Modaraba on the basig of time based criteria given under Prudential Regulations for Modarabas and subjective
evaluation camied out on an ongoing basis.

33.1.5  Age analysis of ijarab rentals receivable

30 June 2017
Amount on which | | Amount on which Provision /
no provision ! provision / suspension made Carrying
Past due Gross amount pension is pension is under Prudential amount
required required Regulations
Rupees
0 days 940,414 940,414 940,414
1 day -89 days 10,554,673 10,564,673 10,564,673
90 days -179 days 523.21¢ 523,210 - . §23.210
180 days - 364 days 27914 - 27,914 4,746 23,188
1 yaar - less than 2 year 3,270,553 3,270,553 180,386 3,060,167
2 year - less than 3 years 83,296,711 83,286,711 28,491,311 54,805,400
3 year or more 12,998,504 . 12,998,504 12,998,504 .
Total 111,621,979 12,028,297 99,593 682 41,674,947 69,947,032
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Past due

0days

1 day -89 days

90 days -179 days

180 days - 364 days

1 year - less than 2 year
2 ygar - lpss than 3 years
3 year or more

Total

Age analysis of diminishing musharaka financing

Past dus

0 days

1 day +179 days

180 days- 364 days

1 year - less than 2 year
2 year - less than 3 years
3 year or more

Total

Past due

0days

1 day-179 days

180 days - 364 days

1 year -lass than 2 year
2 year - less than 3 years
3 year or more

Tolal

Age analysis of profit accrued on diminishing musharaka financing

Past due

C days

80 days - 179 days

180 days - 364 days

i year - less than 2 year
2 year - less than 3 years
3 year or more

Total
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30 June 2016
Amount en which | | Amount on which Provislon/
Gross amount o provision / pravision suspension made Carrying
suspanslon is suspension Is under Prudentlat amaotint
required required Regulations
Rupees
760,048 760,046 760,046
14,615,824 14,615,824 - - 14,615,824
15,019,546 8,844,364 6,175,182 211,755 14,807.791
244,628 244628 6,173 238,455
68,973 556 68,973,556 19,123,336 49,850,220
2732141 2732141 1,186,683 1,545,458
10,202,376 10,202,376 10,202,376 -
112,548,117 24,220,234 188,327,383 30,730,323 81,817 794
30 June 2017
A::::: ‘n':\" Amaunt on Provision made Carryin
Gross amount L which provision| | under Prudential Tying
provision is ) amount
h is required Regulations
required
Rupees
16,364,820 16,364,820 16,364,820
15,893,820 15,893,820 15,893,820
4337634 4337634 (Note 10.2) 4,337,634
36,596.274 32,258.640 4,337,634 36,596,274
30 June 2016
Amount on -
Amount on Provision made
Carryin
Gross amount whicI} ne which provision) | under Prudential arrying
provision is ) . amount
. is required Regulations
required
Rupees
31,831,521 31,831,521 31831521
20,176,410 20,176410 20,176,410
4,662,957 4,662,957  {Note 10.2) 4862957
56,670,888 52,007 931 4,662,857 56,670,888
30 Juns 2017
Amount on Amount on Suspension
G . which ne which made under Carrying
ross amoun suspension suspension is Prudential amount
Is required required Regulations
Rupees
386,493 388,493 388,493
705,646 - 708,646 705,546
1,094,139 388,493 705,646 705,646 388,493
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30 June 2016
Amount on Amount on Suspension
Past due Gross amount which n.o whic!1 . made under Carrying
suspension suspension is Prudentlal amount
Is required required Regulations
Rupees

0 days 12411 12411 - - 12411
90 days - 179 days 128,857 128 857 128.857
180 days - 364 days . - -
1year - less than 2 year 593,321 . 563,321 593,321
2 year - less than J years
3 year or more - - . - .
Total 734 589 141,268 593,321 501321 141,268

Provisions are recognized by the Modaraha on the basis of fime based crileria given under Prudential Regulations for Modarabas and subjective
evaluation carried out on an angoing basis.

33.1.8 Concentration of credit risk

The Modaraba manages credit risk and its concenlration through diversification of activities 1o avoid undue concentration of risks with individuals,

greups or specific industry segments. For this purpose, the Modaraba has established exposure limils for individuals and industrial sectors. Break-up
of credit risk exposure by class of business is as follows:

30 June 2017
Ij'arah Net Investment Murabaha Diminishing
receivables (| Total % age
and assets || ljarah finance{{ Investments musharaka
Rupees
Transgort and communications 19,623,502 - 300,933 6,957,805 26,882,330 345
Education 1,723,981 . . - 1,723,981 0.23
Power 1,675,789 - 15,000,000 - 16,675,769 214
Textles 63,462,792 55,829,233 266,967,065 2,772,744 380,031,834 49.88
Construction 9,297,000 . - - 9,297,000 120
Engineering 2,491,992 - 23,859,542 4,337.634 36,689,168 394
Food 94,545,613 - 22,395,252 ; 116,540,865 15.00
Individuals 93,230,188 - - 9,788,688 103,018,876 13.21
Financial institutions 15,491,880 - - - 19,491,880 250
Manufacturing industries 30,625,849 - - - 30,625,849 393
Miscellaneous 22,896,976 - - 12,739,403 35,636,379 457
Total 359,065,632 55,829,233 328,522,792 36,596,274 780,013,931 160
30 June 2016
.Iiarah Net Investment In Murabaha Diminishin
me':::::: and ljarah finance investments musharakagI Total % age
Rupees
Transport and communications 44,763,637 - 300,933 8,036,469 45,064,570 426
Education 5,608,198 - - - 5,608,198 053
Power 6,041,857 - 40,000,000 - 48,041,857 4.35
Textiles 97,511,998 56,430,414 275,648,420 4,384,617 429,590,832 4061
Construction 14,181,566 - - - 14,181,566 134
Engineering 8632542 - 23,859,542 4,662,957 32,492,084 307
Food 133,031,148 - 26,202,989 - 159,234,117 15.05
Individuals 140,838,938 - - 13,733,396 170,363,105 16,10
Financial institutions 30,420,554 - - - 30,420,554 288
Manufacturing industries 45,689,223 - - - 72,835,944 689
Miscellaneous 52,022,132 - - 25,853,449 52,022,132 4,92
Total 578,741,793 56430414 366,011,864 56,670,888 1,057,854,959 100
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Liquidity risk

Liquidity risk is the risk that the Modaraba wil encounter difficufty in meefing its financial obligations as they fall due. Liquidity risk arises
because of the possibility that the Modaraba could be required to pay its liabilities earlier than expected or difficulty in ralsing funds to meet
commiltments associated with financial liabilities as they fall due. The Modaraba's approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient viguidity 10 meet its fiabilities when due, under both normat and stressed conditions, without incurring

unacceplable losses or damage to the Modaraba's reputation. The following are the contractual maturities of financial liabilities, indluding
interest / profit payments;

30 June 2017
Carrying Contractual & months or Gto12 1yearto2 2 years to
amount cash flows less months years 5 years
B Y11
Non-derivative financial lfabilities rupees
Accrued profit 2,094,045 2,094,045 2,094,045 - - -
Short term finances 201,634,754 202,794,126 202,794,126 -
Creditors, accrued and other habidties 1,539,512 1,539,512 1,639,512 - - -
Long term finances 50,000,002 59,120,516  19,867.762 19,815,570 19,437,184 -
Total 255,268,313 265,548,199 226,295,445 19,815,570 16,437,184
30 June 2016
Carrying Contractual 6 months or 61012 1yearto 2 2yearsto
amount cash flows less months years § years
Rupees
Non-derivative financial liabilities
Accrued profit 6,438,136 6,438,136 6,438,136 - - .
Short term finances 274,918,586 275,143,202 275,143,202 -
Creditors, accrued and other liabilities 1,181,354 1,181,354 1,181,354 - - .
Long term finances 151,666,668 168,990,166 90,166,793 19,786,644 59,036,729 -
Total 434,204,744 451,752,858 372,929,485 19,786,644 59,036,72¢

33.21 The contractual cash flows relating to the above financial liabilities have been determined on the basis of mark-up

333

[ profit rates effective as at year end {and includes both principal and profit payable thereon).
Market risk

Market risk is the risk that changes in market price such as foreign exchange rates, interest / profit rates and equity
prices wiil effect the Modaraba's income or the value of its holdings of financial instruments.

33.3.1 Currency risk

Currency risk is the risk that the fair value or future cash flow of a financial instrument will fluctuate because of
changes in foreign exchange rates. Currency risk arises mainly from future commercial transactions or receivables
and payables exist due to transactions in foreign currencies. Currently, the Modaraba do not have any receivables
or payables that exist due to transactions in foreign cumrencies which expose il fo currency risk,
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33.3.2 Interest { profit rate risk

This represents the risk that the fair value or future cash flows of a financiaf instrument will fluctuate because of
changes in market interest / profit rates.

The Modaraba's interest /profit rate risk arises from long term finances, short term finances, bank balances in
saving accounts, net investment in ijarah finance, diminishing musharaka, murabaha investments and loans to
employees. Long term finances and short term finances obtained, murabaha investments, diminishing musharaka
and balances in saving accounts at variable rates expose the Modaraba to cash flow inferest / profit rate risk. Long
term loans to employees made at fixed rate expose the Modaraba to fair value interest / profit rate risk,

At the balance sheet date the interest / profit rate profile of the Modaraba's interest bearing financial instruments
was:

2017 2016

Fixed rate instruments Rupees Rupees

Financial assets

Loans to employaes 1,556,881 2,601,317
Floating rate instruments

Financial assets

Murabaha investments 31,457,351 147,362,871

ljarah rentals receivable 69,947,032 81,817,794

Bank balances 49,388,833 12,486,475

Biminishing musharaka financing 36,596,274 56,670,888

Net investment in ijarah finance 32,922,381 33,523,562

Financiai liabilities

Leng term finances {50,000,002) (151,666,668)

Short term finances (201,634,754)  (274,918,586)

Fair value sensitivity analysis for fixed rate instruments

The Modaraba does not account for any fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore, a change in interest / profit rate at the balance sheet date would not affect profit or loss of the
Modaraba,

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest / profit rates at the reporting date would have increased / (decreased) the
loss for the year by the amounts shown below. This analysis assumes that all other variables remain constant.
The analysis is performed on the same basis for the year 2016, Following will be impact on the profit and loss
account and the equity of the Modaraba:

30.June 2017 30 June 2016
100 bps 100 bps
Increase || Decrease Increase || Decrease
Rupees Rupees Rupees Rupees
Floating rate financial assets 2,203,119 {2,203,119) 3,318,616 (3,318,616)
Floating rate financial liabilities (2,516,349) 2,516,349 (4,265,854) 4,265,854
Net effect __ (313,230 313,230 (947,238) 947,238
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The sensitivity analysis prepared is not necessarily indicative of the effects on loss for the year and assets /
liabilities of the Modaraba. This analysis is prepared assuming the amounts of liabilities and assets outstanding at
balance sheet dates were outstanding for the whole year.

Other price risk

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest / profit rate risk or currency risk),
whether those changes are caused by faclors specific to the individual financial instrument or its issuer, or factors

affecting all similar financial instrument traded in the market. The Modaraba is not exposed to commodity price risk
and equity price risk.

Financial instruments by categories

Loans and receivabies

2017 2016
Rupees Rupees

Financial assets as per balance sheet

Bank balances 49,707 521 14,743,528
ljarah rentals receivable 69,947,032 81,817,794
Other receivables 1,603,788 1,166,343
Accrued profit 388,493 487,183
Murabaha investments 31,457,351 147,362,871
Net investment in ijarah finance 32,922,381 33,623,562
Diminishing musharaka financing 36,596,274 56,670,888
Long term loans and deposits 1,596,381 2,640,817

224,119,221 338,412,986

Liabilities at amortized cost

2017 2016
Rupees Rupees
Accrued profit payable 2,094,045 6,438,136
Short term finances 201,634,754 274,918,586
Creditors, accrued and other liabilities 1,539,512 1,181,354
Lang term finances 50,000,002 151,666,668

255,268,313 434,204,744

RECOGNIZED FAIR VALUE MEASUREMENTS - FINANCIAL INSTRUMENTS

Fair value hierarchy

Certain financial assets and financiat liabilities are not measured at fair value if the carrying amounts are a
reasonable approximation of fair value. Due te short term nature, camying amounts of certain financial assets and
financial liabifties are considered to be the same as their fair value. For the majority of the nen-current receivables,
the fair values are also not significantly different to their carrying amounts. Judgements and estimates are made in
determining the fair values of the financial instruments that are recognised and measured at fair value in these
financial statements. To provide an indication about the reliability of the inputs used in determining fair value, the
Modaraba classify its financial instruments into the following three levels. However, as at the reporting date | the
Modaraba has no such type of financial instruments which are required to be grouped into these levels. These
levels are explained as under.
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Level 1: The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and
trading and available-for-sale securities) is based on Guoted market prices at the end of the reporting period. The

quoted marke! price used for financial assets held by the modaraba is the current bid price. These instruments are
included in level 1.

Level 2: The fair value of financial instruments that are not traded in an active market (for example, over-the-
counter derivatives) is determined using valuation techniques which maximise the use of observable markst data

and rely as little as possible on entity-specific estimates. If all significant inputs required to fair value an instrument
are observable, the instrument is included in level 2.

Level 3: I one or mare of the significant inputs is not based on observable market data, the instrument is included
in level 3. This fs the case for unlisted equity securities,

35 INFORMATION FOR ALL SHARES ISLAMIC INDEX SCREENING

2017 2016
Carried under Carried under

Description Note X . .
Non-Shariah Shariah Non-Shariah Shariah
arrangements | arrangements || arrangements arrangements

..-----............---.--.-( Ru pees ).... ................
351  Assets
Loans and advances
Short term murabaha investments - securaed 4 - 19,216,842 - 98,334,293
liarah renials receivable 6 - 69,947,032 - 81,817,794
Net investment in jjarah finance 9 - 32,822,381 - 33,523,562
Diminishing musharaka financing - secured 10 - 36,596,274 - 56,670,868
Long term murabaha investments - secured 1 - 46,808,839 - 84,197,908
Loans to employees 12 - 1,556,881 2,601,317
352 Deposits
Long term deposits 12 - 39,500 - 39,500
383 Bankbalances 3 286,814 49,420,707 1,751,658 12,991,870
354 Liabilities
Loan and advances
Security deposits against ijarah assels 19 - 176,582,872 - 261,723,821
Long term financing 20 50,000,002 - 151,666,668

Short term borrowings 16 201,634,754 - 249,918,586 25,000,000
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2017 2016
Rupees Rupees
35.5 Sources of other income
Cocumentation charges - 203,251
Service charges 97.018 126,828
Gain on disposal of fixed assets - pwn use - 1,503,510

97.018 1,833,58¢

356 The whele revenue of the Modaraba is earned from dealing islamic mode of financing.

35.7  Relationship with banks

Relationship
Name Non Islamic || With Islamic
window windows
operations operations

Al-Baraka Bank {Pakistan} Limited
Allied Bank Limited

Bank Al Habib Limited

Bank Alfalah Limited

Bank Islami Pakistan Limitad

First Women Bank Limited

Habib Bank Limited

MCB Bank Limited

National Bank of Pakistan

MCB Bank Limited {fomerly NIB Bank Limited)
The Bank of Punjab

United Bank Limited

A S S
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36 BALANGES AND TRANSACTIONS WITH RELATED PARTIES

Related parties comprise of associated companies, modaraba management company and its holding undertaking, directors of
the Modaraba management company and key management personnel, Detail of transactions with related parties and balances
outstanding with them af the year end are as follows:

2017 2016
Rupees Rupees
36.1  Balances outstanding at the year end
Accounts with National Bank of Pakistan 295,938 2,512,948
Finances from National Bank of Pakistan 251,634,756 333,251,920
ljarah rental receivables from National Bark of Pakistan - -
36.2 Transactions during the year
Related party Relationship Nature of Transaction
National Bank of Modaraba  Long term finance obtained - 100,000,000
Pakistan Management  Long term finance repaid 33,333,332 46,991,637
Company's  Short term finance - net 48,283,332 134,342,887
hoiding jjarah disbursed - 18,450,000
COmpany  fiarah rentals received 12,586,443 20,639,112
Mark up paid 22,348,749 7,386,467

Remuneration to key management personnel 4,929,638 4,416,571




(SO

First National Bank Modaraba

37 SEGMENT INFORMATION

As per IFRS 8, operating segments are reparted in a manner consistent with the intemal reporting used by the chief operating
decision-maker. The Managing director of the Modaraba has been identified as the chief operating decisian-maker, who is
responsible for allocating resources and assessing performance of the operating segments,

The Managing director is responsible for the Madaraba's entire product portfolic and considers the business to have a single
operating segment. The Modaraba's asset afiocation decisions are based on a single integrated investment strategy and the
Modaraba's perfarmance is evaluated on an overall basis.

The internal reporting provided to the Managing director for the Modaraba's assets, iabilities and performance is prepared on a
consistent basis with the measurement and recogrition principles of approved accounling standards as applicable in Pakistan,

The Modaraba is domicited in Pakistan. All of the Modaraba's income is from investment in entitias incorporated in Pakistan,

The Modaraba also has a diversified certificate holder population, As at 30 June 2017, there was only one {30 June 2016: one)
cerlificate holder (National bank of Pakistan - the holding company of the Modaraba Management Company) who heid more
than 10% of the Modaraba's certificate capital, lls holding was 30% (30 June 2016: 30%).

38 DATE OF AUTHORIZATION FOR ISSUE
These financial statements have been have been approved by the Board of Directors of National Bank Modaraba Managemant
Company Limited and authorized for issus on Octeber 05, 2017,

38 CORRESPONDING FIGURES

Corresponding figuras have been rearranged and reclassified, wherever necessary, for the purpose of comparison. However,
no significart reclassification has been made in these financial statements.

40  GENERAL
Figures have been rounded off o the nearest rupee,

’
-/-_ ‘
W L
Chief Executive Officer Director Q7 " Director
National Bank Modaraba National Bank Modaraba ational Bank Modarqba_
Lahore: Oclober 05, 2017 Management Company Limited Management Company Limited Management Company Limited
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PATTERN OF CERTIFICATE HOLDING

AS ON JUNE 30, 2017

Number of Shareholdings To Total Number of Percentage of
ShareHolders From Share Held Total Capital
17 1- 100 2,746 0.01
346 101 - 500 165,022 0.66
g 501 - 1000 193,581 0.7t
219 1001 - 5000 648,449 2.5%
92 5001 - 10000 751,296 m
25 10001 - 15000 339,500 136
18 15001 - 20000 295,391 118
25 20001 - 25000 578,930 2.32
13 25001 - 36000 380,000 152
3 30001 - 35000 93,400 0.37
7 35001 - 40000 272,000 1.09
3 40001 - 45000 129,500 052
7 45001 - 50000 338,990 136
3 50001 - 35000 158,772 0.64
1 55001 - 60000 56,000 022
1 60001 - §500¢ 61,500 025
1 65001 - 70000 66,500 2.27
1 75001 - 80000 75,995 030
2 85001 - 90060 178,500 0N
i 90001 - 95000 93,000 0.37
8 85001 - 100000 800,000 320
1 105001 - 110000 108,500 D43
1 15001 - 120000 115,500 0.46
1 120001 - 125000 122,002 0.49
1 130001 - 135000 132,500 0.53
1 145001 - 130000 150,000 0,60
1 155001 - 160000 159,800 0.64
1 160001 - 165000 162,500 0.65
1 165001 - 170000 168,000 67
1 180007 - 185000 181,500 073
2 195001 - 200000 400,000 160
2 205001 - 210000 416,966 187
1 240001 - 245000 242,002 0.97
1 250001 - 255000 255,000 1.02
1 265001 - 270000 266,600 107
1 270001 - 275000 273,998 1.10
2 295001 - 300000 600,000 240
2 405001 - 410000 819,500 328
1 590001 - 595660 580,500 2.3
1 1280001 - 1285000 1,281,500 513
1 1495001 - 1500000 1,500,000 6.00
i 1870001 - 1875000 1,874,500 7.50
1 1995001 - 2000000 2,000,000 800
1 7495001 - 7500000 7,500,000 3000
( 1,085 25,000,000 100,00 |
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CATEGORIES OF CERTIFICATE HOLDERS
AS ON JUNE 30, 2017

First National Bank Modaraba Page #:1of 1

Categories of Share Holders P Date:18-Sep-2017

As on: June 30, 2017 5 Type:Complete

Ser# Code Category No. of Shares Parcentage

Shareholder Held of Total
Capital

1 1 Individuals 1,074 16,674,001 66.6960

2 4 Joint Stock Companies 7 202,101 0.8084

3 9 Modaraba Management Cos 1 7,500,000 30.0000

4 10 Funds 1 300,000 1.2000

5 24 Others 2 323,898 1.2956
TOTAL: 1,085 25,000,000 _100.0000|
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CATEGORIES DETAILS

AS ON JUNE 30, 2017
Category Numbers of Certificates
Individuals
Joint Stock Companies
1 MAPLE LEAF CAPITAL LIMITED 1
2 MUHAMMAD AHMED NADEEM SECURITIES {SMC- 100
PVT}LIMITED
3 DOSSLANI'S SECURITIES (PVT) LIMITED 500
4 AL-HAQ SECURITIES {PVT} LTD. 500
5 AMZ SECURITIES (PVT) LIMITED 500
6 FIKREE'S (SMC-PVT) LTD. 500
7 SALIM SOZER SECURITIES (PVT.} LTD. 200,000
Modaraba Management Cos
1 NATIONAL BANK MODARBA MANAGEMENT 7,500,000
COMPANY LIMITED
Funds
1 TRUSTEES D.G. KHAN CEMENT CO. LTD. EMP. PF 300,000
Others
1 TRUSTEES ALOO & MINOCHER DINSHAW 49,900
2 TEACHERS RESOURCE CENTRE 273,998

Certificate Holding of 5% and above

NATIONAL BANK MODARABA, MANAGEMENT COMPANY LIMITED 7,500,000

SHAKEEL ARSHAD 1,874,500
DURAIN CASSIM 1,500,000
DINAZ CASSIM 2,000,000

FIROZUDDIN CASSIM 1,281,500
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CORPORATE INFORMATION

Board of Directors

Shari'ah Advisor

Chief Financial Officer/
Secretary

Audit Committee

HR & Remuneration
Committee

Auditors

Bankers

Legal Advisor

Shares Registrar

Registered Office

Mr. Muhammad Imran Malik* Chairman
Rehmat Ali Hasnie Director
Syed Jamal Baquar Director
Khawaja Waheed Raza Director
Mr. Jamal Nasim Director
Mr. Muhammad Igbal Hussain Director
Mi. Abbas Azam CEQ
Mufti Ehsan Waquar Ahmed

Mr. Ali Abbass Company

Mr Jamal Nasim Chairman
Khawaja Waheed Raza Member
Khawaja Waheed Raza Chairman
Mr. Muhammad Igbal Hussain Member

HORWATH HUSSAIN CHAUDHURY & CO.
Chartered Accountants

National Bank of Pakistan

Bank Alfalah Limited

Al Baraka Islamic Bank

Habib Bank Limited

MCB Bank Limited

First Women Bank Limited

Bank Islami Pakistan Limited United
Bank Limited

Cornelius Lane & Mufti

Advocates and Solicitors

Nawa-i-Waqt House

4 - Shahrah-e-Fatima Jinnah, Lahore Tel.:
36360824, Fax: 36303301

Hameed Majeed Associates (Pvt.) Limited

H. M. House, 7 - Bank Square, Lahore
Tel: 37235081-2, Fax: 37358817

Ground Floor, NBP RHQs Building,
26 - McLagon Road, Lahore

Tel: 042-99211200, Fax: 042-99213247
URL: hitp:/f/www.nbmodaraba.com
E-mail: info@nbmodaraba.com

*Just before the year end Mr. Aamir Amin has resigned from the Directorship. Mr. Muhammad Imran Malik was nominated by
NBP as new Director, subject to the approval of the Registrar. Approval of Registrar in this regard was subsequently received.
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NOTICE OF 15TH ANNUAL REVIEW MEETING & BOOK CLOSURE

Notice is hereby given that the 15" Annual Review Meeting of certificate holders of First National
Bank Modaraba will be held on Monday, October 29, 2018 at 11:00 a.m. at 4" Floor, NBP RHQs

Building, 26 — McLagon Road, Lahore to review the performance of the Modaraba for the year
ended June 30, 2018.

The Certificate Transfer Book wilt remain closed from October 23, 2018 to October 29, 2018 (both
days inclusive) for the purpose of eligibility to attend the Annual Review Meeting.

The certificate holders whose names appear on the Register of Certificate Holders of First National
Bank Modaraba at the close of business as on October 22,2018 will be eligible to attend the Annual
Review Meeting. All transfers received in order, up to the close of business on October 22,2018 at
our Registrar's Office, Hameed Majeed Associates (Pvt.) Limited, H.M House, 7 - Bank Square,
Lahore will be considered in time.

By order of the Board

)

AliAbbass

Company Secretary

National Bank Modaraba Management Company Limited
Managers of First National Bank Modaraba

Lahore: October 02, 2018
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Vision:

To offer Shariah complaint Islamic Financial Products in
the financial market so as to achieve optimum customer satisfaction
and develop sustainable business relationships.

Mission:

Promote an Islamic Financial Institution where values of
management excellence, professionalism, human resource
development are promoted such that interests of all
stakeholders are safeguarded.
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Annual Shari’ah Advisor's Report

} have conducled the Shari'ah review of First National Bank Modaraba managed by National Bank Modaraba
Management Company Limited {NBMMCL), a wholly owned subsidiary of National Bank of Pakistan for the financial
year ended June 30, 2018 in accordance with the requirements of the Shari'ah Compliance and Shari'ah Audit
Mechanism for Modarabas and report that except the observations as reported hereunder, in my opinion:
i The Modaraba has introduced a mechanism for Shari'ah compliance and the systems, procedures and
policies adopled by the Modaraba are in line with the Shari'ah principles;

i No significant developments took place during the year.

i The financing agreement(s) entered into by the Modaraba are Shari'ah compliant and the financing
agreement{s) have been executed on the formats as approved by the Religious Board and all the retated conditions
have been met;

iv. To the best of my information and according to the explanations given 1o me, the business transactions
undertaken by the Modaraba and all other matters incidental thereto are in conformity with the Shari'ah requirements
as well as the requirements of the Prospectus, Islamic Financial Accounting Standards as applicable in Pakistan and
the Shari'ah Compliance and Shari'ah Audit Regulations for Modarabas

V. Profit sharing ratios, profits and charging of losses (if any) relating to any deposit raising product conform
to the basis and principles of Shari'ah.
Vi The earnings that have been realized from the sources or by means prohibited by Shari'ah have been

credited to charity accounts.

Observation(s)
During my review, it has been observed that;

i. FNBM is maintaining bank accounts with conventional Bank.

ii. Financing from conventional Bank(s) have been secured.
iii. No training was conducted for the staff

Recommendation(s)

Following are some recommendation:

i. FNBM must maintain account(s) in Islamic Banks/lslamic Windows of Conventional Banks only.
i, Matter arising from previous report that ali credit lines with conventional banks were instructed to be replaced
with Islamic Banking facilities. It is still outstanding and the management needs to resolve this at the earlies.

Conclusion
Based on the above-mentioned fact, | am of the view that the business operations of First Nationat Bank Modaraba are
Shariah compliantup to the best of my knowledge.

Signature

zm-—‘\—k;-—S

Mufti Ehsan Waquar
Shari'ah Advisor
Dated: September 18, 2018
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DIRECTORS’ REPORT

Board of Directors of National Bank Modaraba Management Company Limited (NBMMCL), the
management Company of First National Bank Modaraba (FNBM), is pleased to present the directors report
on the 15" annual accounts of FNBM for the period ended June 30, 2018. These accounts have been
audited by the statutory auditors of the Modaraba and are accompanied by their audit report.

Financial Resultis:

{Amounts in Rupees}

Year Ended Year Ended Year Ended Year Ended Year Ended Year Ended
June 30, 2013 June 30, 2017 June 30, 2016 June 30, 2015 June 30, 2014 June 30, 2013

Balance Sheet Size 356,066,321 508,478,472 841,306,270 1,248,349,011 1,692,658,474 2,003,442,328

Total Equity 8,154,162 16,333,070 87,692,752 141,525,254 263,701,324 297,913,401

Total Operating &

Other Income 85,367,807 179,801,462 314,368,924 451,401,503 558,123,884 567,004,855

Operating &
Financial Exp, 86,075,547 163,231,481 302,048,194 480,444,217 592,335,961 583,957,394
Loss for the period {8,178,908) (71,359,682) (53,832,502) (122,176,070) {34,212,077) {16,862,544)

Modaraba Co.'s

Monatamot oo i Nl N N Nil N
Net profit after tax (8178,908) | (71,359,682) |  (53.832502) | (122176.070) |  (34.212,077) |  (16:862.544)
Earning per

o) 0.33) (2.85) 2.15) (4.89) (1.37) (0.67)
('E/f)‘”’" on Assets (2.30) (13.9) 6.39) (9.76) 2.01) {0.83)
(",}’;”r" on Equity (101) (436.9) (6152) (87.44) (12.92) (5.65)

$

Dividend Paid (%) Nil Nil Nil N Nl Nl
Breakup value per 3 0.64 352 5,64 1052 11.88

certificate (Rs.)

Sector Qutlook:

The economy during 2017-2018 was marked with decreasing exports and increasing current account
deficit that has reached its record low levels. Perhaps it was the consequence of heavy imports of
capital goods for large infrastructural projects being undertaken particularly under the CPEC. Moreover
the business activity in general did not pick up as it was the election year leading up to the general
elections of July 2018. The investors, expecting a change of regime, have preferred to sit on the fence
and wait for the stability in Govt.'s economic policies to come about. The stock market accordingly
remained range bound. The energy shortages were although reduced considerably, however its cost
did not appear to have suited many industrial setups. By the end of the year the rising instability in the
foreign exchange rates amid the upcoming installments of Country's foreign debt, further aggravated
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the uncertainty lurking in the economy. The situation is expected to stabilize once the new Govt. comes
up with its definitive economic reform policies.

Financial sector, including the Modaraba sector, remained more or less steady, and under the prevailing
economic conditions any notable recoveries form NPLs did not materialize. The sustainable performance of
the sector would, however, depend on the growth of overall economy and rehabilitation of those industrial
units where most of the sector’s investments have been stuck up. islamic financing is evolving continuously
and gaining more and more ground each year. Hence financial Modarabas can also prosper by developing
their own niche markets through innovation, technology and product development.

Going Concern Assumption

The Board, as a policy, ensured that the charge of provisioning on non-performing portfolio is in line with
existing regulations. The deterioration of the quality of assets, comprising mainly of exposures in the textile
sector booked long ago, attracted substantial provisions. In order to keep provisions at the stipulated level
the Modaraba has therefore been incurring losses for last six years.

Due fo losses, the Board of Directors of the parent bank, National Bank of Pakistan (NBP) on 21 April 2017
authorized the Management Company to explore various appropriate options for the cessation of the
operations of the Modaraba and management company. The Board of the company presented an
evaluation in this respect and based on which NBP Board in June 22, 2018 revised and reversed its earlier
decision, and resolved that FNBM should be recapitalized with Rs.300 million at Rs.10 per certificate to
enhance its paid up capital. For this an application is being filed with SECP seeking its approval for issuance
of 30 million certificates at par, other than right issue, directly to NBP.

These financial statements have been prepared on going concern basis of accounting. Last year they were
prepared on non-going concern basis. This year external auditors have only included an "emphasis of
matter paragraph” in their audit report on going concern ability of FNBM on the basis of difference in current
assets and liabilities, the mitigating factors are fully explained in note 1.2 to the financial statements.

Review of Operations:

During the period under review, the management remained focused only on recovery from non-
performing portfolio. Several recovery suits that were earlier initiated against defaulter parties were
decreed in FNBM's favor by the relevant Banking Courts, and their execution proceedings were
underway. Some cash settlements with defaulter parties were also made. The regular portfolio
performed well and generated income consistently.

The balance sheet size shrunk from Rs.508 million in the corresponding year to Rs.356 million this
year. The Income from credit portfolic as well as the finance cost declined proportionately. Despite
general inflation the operating expenses were kept under control and remained around Rs.15 Million
which is almost same as last year. However the operating profit when coupled with a net charge of
further provisioning / impairment amounting on account of reduction in the impact of FSVs of collaterals
held against some old classified accounts, resulted in a netloss of Rs.8.1 million The loss per certificate
accordingly remained at Rs.0.33 as against Rs.2.85 in the corresponding year.

FNBM ensures conformity with the Shariah compliance and Shariah audit mechanism for Modarabas. -

In this respect Sharia'h Advisor's report is attached. The amounts advised by the Sharig’h advisor tp lbe

paid as charity, has been credited to the charity account. During the year, an amount of Rs.O..4 Million
was paid as charity to approved charitable institutions as per policy approved by the boardof directors.
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Profit Distribution

Board in its meeting held on October, 02 2018 did not declare any dividends due to the aforementioned
reasons.

Future Qutlook:

Following the injection of fresh equity and improving on the past experience, the new business activity
is planned to be focused mainly on small ticket financing of consumer/ commercial vehicles and
standalone machinerylequipment to small and medium size enterprises.

The returns on new financing, coupled with recoveries from existing non-performing classified portfolio,
are expected to enable FNBM to start paying dividends regularly in few years.

Corporate and Financial Reporting Framework:

The financial statements, prepared by the management of the Modaraba, present fairly its state of
affairs, the result of its operations, cash fiows and changes in equity.

Proper books of accounts of the Modaraba have been maintained.

Accounting policies have been applied consistently, unless otherwise stated in financial
statements, in preparation of financial statements and accounting estimates are based on
reasonable and prudent judgment.

International Financial Reporting Standards, International accounting standards, and Islamic
Financial Accounting Standards as applicable to Modarabas in Pakistan, have been foliowed in
preparation of financial statements.

The system of internal control, which is sound in design is in place and is being continuously
reviewed by internal audit. The process of review will continue and any weakness in controls will be
removed.

Board is of the view that Modaraba will be able to continue as going concern.

There has been no material departure from the best practices of corporate governance as detailed
in the listing regulations except for those specifically mentioned in the statement of compliance with
the CCG.

There are no statutory payments on account of taxes, duties, levies and charges, which are
outstanding as on June 30, 2018 except those disclosed in the financial statements.

During the year ended June 30, 2018 six (06), meetings of the Board of Directors were held.
Besides {04) four Audit committee and One (01) HR Committee meetings were also held.
Attendance by each directors is as follows:
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No. of Attendance
Name Board Audit HR
Committee Committee
i. Rehmat Ali Hasnie 9 N/A N/A
ii. Syed Jamal Baquar 1 N/A N/A
iii. Syed Hasan Irtiza Kazmi 1 N/A N/A
iv. Khawaja Waheed Raza 6 4 1
v. Mr. Jamal Nasim 6 -4 N/A
vi. Mr. Muhammad Igbal Hussain 6 N/A 1
vii. Mr. Aamir Amin 6 4 1
viii. Mr. Abbas Azam 6 N/A N/A

Mr. Aamir Amin resigned just before the year end. creating casual vacancy in the Audit and HR committee’s of the
board, which would accordingly be filled.

Mr. Muhammad Imran Malik was appointed as NBP's nominee director just before the year end, while approval of
the appointment from SECP came after the year end. Leave of absence was granted to directors who could not
attend some of the Board meetings. The remuneration of the CEQ and meeting fee of the non-executive members
of the board of directors are paid by the management company, NBMMCL.

The pattern of certificate holders is annexed.

Auditors:

The retiring auditors M/s. Horwath Hussain Chaudhry & Co Chartered Accountants, who replaced M/s Riaz Ahmed
& Co Chartered Accountants during the year upon approval of SECP, have given their consent to actas auditors

for the year ending June 30, 2019.Their appointment has been confirmed by the Board, subject to approval by
the Registrar Modaraba Companies and Modarabas SECP.

Acknowledgement:

The Board would like to take this opportunity of expressing gratitude and thanks to our valued certificate holders their
patronage and support, the Securities and Exchange Commission of Pakistan, Pakistan Stock Exchange, and
NBFI & Modaraba Association of Pakistan for their continued support and guidance.

For and on Behalf of the Board

P

Chief Executive Officer
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Statement of Compliance with Listed Companies
(Code of Corporate Governance) Regulations, 2017

The company has complied with the requirements of the Regulations in the following manner:
The total number of directors are seven as per the following:
a. Male: Seven

b. Female: Nil

The composition of board is as follows;

a} Independent Directors: Three
b} Other Non-executive Director: Three
c) Executive Directors: One

The directors have confirmed that none of them is serving as a director on more than five listed Companies, including this
company (excluding the listed subsidiaries of listed holding companies where applicable).

The comgpany has prepared a Code of Conduct and has ensured that appropriate steps have been taken to disseminate it
throughout the company along with its supporting policies and procedures.

The board has developed a vision/mission statement, overall corporate strategy and significant policies of the company. A
complete record of particulars of significant policies along with the dates on which they were approved or amended has

beenmainfained.

All the powers of the board have been duly exercised and decisions on relevant matters have been taken by board/
shareholders as empowered by the relevant provisions of the Act and these Regulations.

The meetings of the board were presided aver by the Chairman and, in his absence, by a director elected by the board for
this purpose. The board has complied with the requirements of Act and the Regulations with respect to frequency, recording

and circulating minutes of meeting of board.

The board of directors have a formal policy and transparent procedures for remuneration of directors in accordance with the
Actand these Regulations.

The Board has not yet arranged Directors' Training program for the directors as some of the directors had already obtained
the relevant training or are exempt under the regulations.

The board has approved appeintment of CFQ, Company Secretary and Head of Internal Audit, including their remuneration
and terms and conditions of employment and complied with relevant requirements of the Regulations.

CFO and CEQ duly endorsed the financial statements before approval of the board.

The board has formed committees comprising of members given beiow:
a) Audit Committee {Mr. Jamal Nasim Chairman and Mr. Khawaja Waheed Raza member)
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2)] HR and Remuneration Committee (Mr. Khawaja Waheed Raza Chairman and Mr. Muhammad Igbal
Hussain member}

c) Nomination Committee (not applicable)

d) Risk Management Committee (Mr. Khawaja Waheed Raza Chairman, Mr, Muhammad lqbal Hussain,

member, Mr. Jamal Nasim member)

The terms of reference of the aforesaid committees have been formed, documenied and advised to the committee for
compliance.

The frequency of meetings (quarterly/half yearly/ vearly) of the committee were as per following:

aj Audit Committee: quarterly
b) HR and Remuneration Committee: yearly

c) Nomination Committee (not applicable)

d) Risk Management Committee: quarterly

The board has set up an effective internal audit function.

The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the quality
control review program of the ICAP and registered with Audit Oversight Board of Pakistan, that they or any of the partners of
the firm, their spouses and minor children do not held shares of the company and that the firm and all its partners are in
compliance with International Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP

The statutory auditors or the persons associated with them have not been appointed to provide other services except in
accordance with the Act, these regulations or any other regutatory requirement and the auditors have confirmed that they
have observed IFAC guidelines in this regard.

Chief Financial Officer (CFO) of the Modaraba does not meet the qualification criteria as required by the clause 23. A
qualified person, fulfilling CCG criterion shall be deployed by 31/11/18.

The positions of Company Secretary and the CFO shall be segregated to meet CCG's requirements by 31/11/18.

We confirm that all other requirements of the Regulations have been complied with.

b

d‘_C:j/d‘C//
<~

Signature
Chairman

(s)
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Review Report on the Statement of Compliance contained in Listed Companies
{Code of Corporate Governance) Regulations, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2017 (the Regulations} prepared by the Board of Directors of National Bank
Modaraba Management Company Limited (the Management Company) for and on behalf of First National
Bank Modaraba {the Modaraba) for the year ended June 30, 2018 in accordance with the requirements of
regulation 4Q of the Regulations.

The responsibility for compliance with the Reguiations is that of the Board of Directors of the Company. Our
responsibility is to review whether the Statement of Compliance reflects the status of the Company's
compliance with the provisions of the Regulations and report if it does not and to highlight any non-compliance
with the requirements of the Regulations. A review is limited primarily to inguiries of the Company's personnel
and review of various documents prepared by the Company to comply with the Regulations.

As a part of our audit of the financial statements, we are required fo obtain an understanding of the accounting
and internal control systems sufficient to plan the audit and develop an effective audit approach. We are not
required to consider whether the Board of Directors' statement on internal control covers all risks and controls
or to form an opinion on the effectiveness of such internal controls, the Company's corporate governance
procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon recommendation of the
Audit Committee, place before the Board of Direclors for their review and approval, its related party
fransactions and also ensure compliance with the requirements of section 208 of the Companies Act, 2017.
We are only required and have ensured compliance of this requirement to the extent of the approval of the
related party fransactions by the Board of Directors upon recommendation of the Audit Committee. We have
not carried out procedures {0 assess and determine the Company's process for identification of related parties
and that whether the related party transactions were undertaken at arm's length price or not.

Based on our review nothing has come to our attention, which causes us to believe that the Statement of
Compliance does nol appropriately reflect the Company's compliance, in all malerial respects, with the
Regulations as applicable to the Company for the year ended June 30, 2018,

Further, we highlight below instances of nen-compliance with the requirements of the Regulations as reflected
in the paragraph reference where these are stated in the Statement of Compliance:

Serial Note Description
No. Reference P
1 18 The CFO of the Modaraba does not hold the minimum qualification criteria as
required by the Cade of Corporate Governance.
9 19 The Chief Financial Officer and Company Secretary of the Modaraba is the same
the person.
Lahore HORWATH HUSSAIN CHAUDHURY & CO.
Dated: October 02, 2018 Chartered Accountants
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AUDITORS’ REPORT TO THE CERTIFICATE HOLDERS

We have audited the annexed balance sheel of First National Bank Modaraba (‘the Modaraba’) as at
June 30, 2018 and the related profit and loss account, statement of comprehensive income, cash flow statement and siatement
of changes in equity together with the notes forming part thereof (hereinafter referred to as the financial statements), for the year
then ended and we state that we have obtained all the information and explanations which, to the best of our knowledge and
belief, were necessary for the purposes of our audit,

These financial statements are the Modaraba Company's (National Bank Modaraba Management Company Limited)
responsibility who is also responsible to establish and maintain a system of internal control, and prepare and present the above
said statements in conformity with the approved accounting standards as applicable in Pakistan and the requirements of the
Modaraba Companies and Modaraba (Floatation and Control} Ordinance, 1980 (XXX of 1980) and the Modaraba Companies
and Modaraba Rules, 1981. Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of any material
misstatement. An audit includes examining on a test basis; evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting policies and significant estimates made by the Modaraba Company,
as well as, evaluating the overall presentation of the financial statements. We believe that our audit provides a reasonable basis
for our opinion and, after due verification, we report that;

a) inour opinion, proper books of accounts have been kept by the Modaraba Company in respect of the Modaraba as
required by the Modaraba Companies and Modaraba {Floatation and Controf) Ordinance, 1980 (XXXl of 1880) and the
Modaraba Companies and Modaraba Rules, 1981;

b) in our opinion;

] the balance sheet and profit and loss account together with the notes thereon have been drawn up in
conformity with the Modaraba Companies and Madaraba {Floatation and Control} Ordinance, 1980 (XXX| of
1980) and the Modaraba Companies and Modaraba Rules, 1981, and are in agreement with the books of
accounts and are further in accordance with the accounting policies consistently applied;

(i} the expenditure incurred during the year was for the purpose of the Modaraba's business; and

{iii) the business conducted, investments made and the expenditure incurred during the year were in accordance
with the objects, terms and conditions of the Modaraba;

€)  inour opinion and to the best of cur information and according to the explanations given to us, the balance sheet, profit
and loss account, statement of comprehensive income, cash flow statement and statement of changes in equity
together with the notes forming part thereof conform with approved accounting standards as applicable in Pakistan,
and, give the infermation required by the Modaraba Companies and Medaraba (Floatation and Control) Crdinance,
1980 {(XXXI of 1980) and the Madaraba Companies and Modaraba Rules, 1981, in the manner so required and
respectively give a frue and fair view of the state of the Modaraba's affairs as at June 30, 2018 and of the loss,
comprehensive loss, its cash flows and changes in equity for the year then endeg; and

d) Inouropinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980), was deducted by
the Modaraba and deposited in the Central Zakat Fund established under Section 7 of that Ordinance.

We draw atlention to Note 1.2 in the financial statements, which indicates that the Modaraba incurred a net loss of Rs 8.18%
million during the year ended June 30, 2018, and as of that date the Modaraba's current liabilities exceeded its current assets by
Rs. 122.871 million. As stated in Note 1.2, a material uncertainty exists that may cast significant doubt on the Modaraba's ability

to continue as a going concern. Our opinion is not gualified in respect of this matter.
Ao

HORWATH HUSSAIN CHAUDHURY

LAHORE Chartered Accoun tants
Dated: October 02, 2018 (Engagement Partner: Amin Ali)
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BALANCE SHEET
AS AT JUNE 30, 2018

2018 2017
Note Rupees Rupees

ASSETS
CURRENT ASSETS
Cash and bank balances 6 51,653,789 49,707 521
Short term murabaha investments - secured 7 16,308,001 19,216,842
Accrued profit 8 595,657 388,493
Shori term investments 9 30,895,000 -
ljarah rentals receivable 10 74,259,701 69,947,032
Advances, prepayments and other receivables 11 3,826,738 3,843,324
Current portion of non current assets 12 42,303,266 103,049,027
NON-CURRENT ASSETS 219,842,152 246,152,239
Net investment in ijarah finance 13 1,650,864 1,651,514
Diminishing musharaka financing - secured 14 1,977,113 10,497,347
Long term murabaha investments - secured 15 7,206,979 1,725,105
Long term loans and deposits 16 470,143 1,000,882
Intangible asset 17 - -
Fixed assets under jjarah arrangements 18 124,871,458 247 443,653
Fixed assels - own use 19 47,612 7,732
Deferred tax asset 34 - -

136,224,169 262,326,233
TOTAL ASSETS 356,066,321 508478472
LIABILITIES
CURRENT LIABILITIES
Accrued profit 2,564,748 2,094,045
Deferred murabaha income 7 - 2654776
Short term finances - secured 20 217,063,388 201,634,754
Creditors, accrued and other liabilittes 21 18,032,000 27,265,399
Current portion of non-current liabilities 22 104,053,372 195,897,100

342,713,508 429,546,074
NON-CURRENT LIABILITIES
Security deposits against ijarah assets 23 2,802,200 21,500,787
Long term finance - secured 24 - 16,666,670
Deferred murabaha income 25 2,406,131 24,431,871

5,208,331 62,599,328

TOTAL LIABILITIES 347,921,839 492,145,402
NET ASSETS 8,144,482 16,333,070
FINANCED BY:
Certificate capital 26 250,000,000 250,000,000
Statutory reserves 27 43,955,189 43,955,189
Accumulated loss (285,810,707) (277,622,119}
CONTINGENCIES AND COMMITMENTS 28 - -
TOTAL EQUITY AND RESERVES 8,144,482 16,333,070

The annexed noles from 1 to 42 form an integral part of these financial statements.

.

s e ) V.

Chief Executive Officer Director \" Director Chief Financlal Officer
National Bank Modaraba National Bank Modaraba Nafional Bank Modaraba National Bank Modaraba
Lahore: October 02, 2018 Managemeni Company Limited Management Company Limited  Management Company Limited Management Company Limited
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2018

2018 2017
Note Rupees Rupees

INCOME FROM OPERATIONS
ljarah rentals earned / income from jjarah finance 61,957,831 169,679,959
Profit on diminishing musharaka financing 1,962,269 4,269,226
Profit on murabaha investments 169,780 235,086
Profit on bank deposits 944,994 974,792
Gain on disposal of ijarah assets 936,127 4,525,381
Prafit on short term investment 1,923,820 -

67,894,821 179,704,444
OTHER INCOME
Reversal of provision charged for doubtful receivables - net 32 8,055,717 -
Other income 29 79,929 97,018

8,135,646 97,018

TOTAL INCOME 76,030,467 179,801,462
EXPENSES
Depreciation on ijarah assets 18 (40,280,305) {124,356,047)
Operating expenses 30 (15,551,096} (15,175,035)
Finance cost 3 {15,986,550} (23,700,399)
TOTAL EXPENSES (71,817,951} (163,231,481}
Operating profit before provision and taxation 4,212,516 16,569,981
Provision charged for doubtful receivables - net 32 - {86,033.497)
fmpairment loss on ijarah assets - net 18 (12,401,104) (1,896,166}

(8,188,588) (71,359,682}
Modaraba Company's management fee 33 - -
Loss before Taxation (8,188,588) (71,359,682)
Taxation a4
Net Loss for the Year (8,188,588 (71,359 682)
LOSS PER CERTIFICATE - BASIC AND DILUTED 35 (0.33} {2.85)

The annexed notes from 1 to 42 form an integral part of these financial statements.

’

Chief Executlve Officer Director \L” " Director Chief Financlal Officer
Natienal Bank Modaraba National Bank Modaraba Nafional Bank Modaraba National Bank Modaraba
Lahore: October 02, 2018 Management Company Limited Management Company Limited Management Company Limited Management Company Limited
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First National Bank Modaraba

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2018
2018 2017
Rupees Rupees
Net Loss for the Year (8,188,588) (71,359,682)

Other comprehensive income / (loss) for the year -

Total Comprehensive Loss for the Year (8,188,588} {71,359,682)

The annexed notes from 1 to 42 form an integral part of these financial statements.

’

et e B X )

Chief Exacutlve Officer Director "~ Director Chief Financlal Officer
National Bank Modaraba National Bank Modaraba Nafional Bank Modaraba National Bank Modaraba
Lahore; Octeber 02, 2018 Management Company Limited Managerment Company Limited Management Company Limited Management Cormpany Limited
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2018

2018 2017
Rupees Rupees
{Restated)
CASH FLOWS FROM CPERATING ACTIVITIES 36 55,563,832 225,190,278
Finance cost paid (15,515,847} (28,044 489)
Income taxes paid {108,504) {1,131,327)
Profit received on bank deposits 944,994 974,792
Long term loans and deposits - net 698,384 1,044,436
Net Cash Generated from Gperating Activities 41,582,859 198,033,690
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed assets - own use acquired {60,500)
Short term investments acquired {30,895,000)
Proceeds from disposal of net investment in ijarah finance 19,023,150 -
Proceeds from disposal of ijarah assets 6,879,533 11,882,242
Net Cash (Used in} / Generated from Investing Activities (5,052,817) 11,882,242
CASH FLOWS FROM FINANCING ACTIVITIES
Short term finances - net 15,428,634 {73,283,832)
Dividend paid to certificate holders {12,406) (1,440)
Long term finances - repaid (50,000,002 {101,666,667)
Net Cash Used in Financing Activities (34,583,774) (174,951,939
Net Increase in Cash and Cash Equivalents 1,946,268 34,963,993
Cash and cash equivalents at the beginning of the year 49,707,521 14,743,528
Cash and Cash Equivalents at the End of the Year 51,653,789 49,707 521

The annexed notes from 1 to 42 form an integral part of these financial statements.

’

Chief Executlve Officer Director \~" " Director Ghlef Financial Officer

Nationa! Bank Modaraba National Bank Modaraba Nafional Bank Modaraba National Bank Modaraba
Lahore; Qctober 02, 2018 Management Company Limited Management Company Limited  Management Company Limited Management Campany Limited
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First National Bank Modaraba

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2018

"

Particulars Certificate Capital s;:z:;g Accumulated Loss Total Equity
Rupees

Balance as at June 30, 2016 250,000,000 43,955,189 (206,262 437) 87,692,752
Comprehensive loss for the year
Net loss for the year (71,359,682} {71,359,682)
Other comprehensive loss for the year - .
Totat comprehensive loss for the year (71,359,682) (71,359,682}
Transferred to statutory reserve -
Balance as at June 30, 2017 250,000,600 43,955,189 (277,622,119} 16,333,070
Comprehensive loss for the year
Net loss for the year - - (8,188 588) (8,188,588)
Other comprehensive loss for the year - - - -
Total comprehensive loss for the year - - (8,188,588) (8,188,588)
Transferred to statutory reserve - - - -
Balance as at June 30, 2018 250,000,000 43,965,189 {285,810,707) B,144 482

The annexed notes from 1 o 42 form an integral part of these financial statements.

”

//

)

Chief Executive Officer Director L7~ Directar Chlef Financlal Officer
National Bank Modaraba National Bank Modaraba Nafional Bank Modaraba National Bank Modaraba

t ahore: October 02, 2018 Management Company Limited Management Company Limited Management Company Limited Management Company Limited
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

LEGAL STATUS AND NATURE OF BUSINESS

11

1.2

First National Bank Modaraba ("the Modaraba") is a multi-purpose, perpetual and mulii-cimensional Modaraba formed under the
Modaraba Companies and Modaraba (Fioataticn and Control) Ordinance, 1980 and Rules framed thereunder. The Modaraba is managed
by National Bank Mocdaraba Management Company Limited (a wholly owned subsidiary of the National Bank of Pakistan {NBP)},
incorporated in Pakisian under the repealed Companies Ordinance, 1984 {now the Companies Act, 2017) and registered with the
Registrar of Mcdaraba Companies. The registered office of the Modaraba is situated at Ground Floor, National Bank of Pakistan,
Regionat Headguarters Building, 26-Mc Lagon Road, Lahore.

The Modaraba is listed on Fakistan Stock Exchange Limited {PSX). It commenced its operations on December 4, 2003 and is currently
engaged in various Islamic modes of financing and operations including ijarah, musharaka and murabaha arrangements,

Going concern assumption

During the year, the Modaraba made foss before ‘Modaraba Company's Management Fee' of Rs. 8.179 million {2017: Rs. 71.360}. As at
the reporting date, its current liabilities exceed its current assets by Rs. 122.862 million (2017; Rs. 183.394 miliion) and accumulated
losses amount fo Rs. 285.801 million (2017: Rs. 277.622 million). In purview of consistent losses the Registrar Modaraba has issued a
show cause nolice 1o the Modaraba as ta why should the proceedings to wind up the Modaraba not be initiated in terms of Section
23(1)(ii)(b} of the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980, These factors indicate the existence of
material uncertainties that cast significant doubts about the Modaraba's ability to continue as a going concern, and therefors, it may be
unable to realize its assets and discharge its liabilities in the normal course of business.

The Modaraba's management has carried out an assessment of the going concem status of the Modaraba and believes that the
preparation of these financial statements on going concern assumption is appropriate based on the following factors:

- National Bank of Pakistan has rescived in its meeting of Board of Directors dated June 22, 2018 to review and reverse its earlier
decision of the cessation of the business of the Modaraba and recapitalize the Modaraba by injecting Rs. 300 million against the
issuance of 30 million certificates of Rs. 10 each to be issued by the Modaraba as other than ‘Right Issug' subject to the approval of
concerned regufators (the SECP and PSX). This resolution was made public through corporate announcement on PSX dated July 13,
2018,

- Current iiabilities of the Modaraba requiring cash outflow primarily relate to its creditors and other accrued Fabilities. As the sacurity
deposits obtained against fjarah arrangements are likely to be adjusted against the residual values of the ijarah assets and NBP is
likely to extend its continued support in terms of renewing the short term borrowing facilities, the Modaraba is not foreseeing any
liquidity pressure. it is pertinent to mention that the Modaraba does not have to pay any other barking company / financial institution

except for the NBP,

- The management of the Modaraba is in correspendence with the SECP regarding the issuance of 30 million certificates to NBP against
Rs. 300 millicn as other than right issue and the Board of Directors of the Modaraba Management Company in their meeting heid
dated October 2, 2017 have resolved 10 proceed in the same manner and deposit relevant fees with the SECF for enhancing the paid
up Certificate Capital.

- The management has sufficiently provided against the doubtful portfolios of fjarah, murabaha and musharakah clients of the Modaraba
and the remaining portfolio is adequately covered against collaterals held by the management; the management does not foresee any
furiher heavy provision to be incorporated in the financial statements. Moreover, the management has filed suits and is in process of
obtaining decretal orders from courts to dispose off the assets helds by the Modaraba as collaleral against its lendings.

- The management has prepared its business plan that would cater for modernizing the policies and procedures, revisiting the jjarah
business for auto sector, infroducing new islamic financial products, financing SMEs and raising finance from different sources.
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Basis of Preparation

21 Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable in Pakistan. The
accounting and reporting standards applicable in Pakistan comprise of;

International Financial Reporting Standards ('IFRSs") and the Islamic Financial Accounting Standards (IFASs) as are nofified under
the provisions of the Companies Act, 2017 and made appiicable to Modarabas under the Modaraba Companries and Modaraba
{Fioatation and Control) Ordinance, 1980; and

The requirements of the Modaraba Companies ard Modaraba (Floatation and Control) Ordinance, 1980, the Modaraba Companies
and Modaraba Rules, 1981; prudential regulations and directives issued by the Securities and Exchange Commission of Pakistan (the
Modaraba Regulations).

Whersver, the requirements of the Modaraba Regulations differ from the requirements of these standards, the requirements of the
Modaraba Regulations take precedence.

22 Accounting cenvention

These financial statements have been prepared under the historical cost convention except for the measurement of certain financial
instruments at fair value in accordance with the requirements of [AS-3% (Financia! Instruments: Recognition and Measurement} and at the
overall coniract price in accordance with [FAS-1 (Murabaha}.

23 Functional and presentation currency

These financial statements are presented in Pak Rupees which is Modaraba's functional and presentation currency. Al firanciat
informaticn presented in Pak Rupees has been rounded off to the nearest rupee unless otherwise stated.

Note 3
Use of Estimates and Judgments

The preparation of financial statements in conformity with approved accounting standards requires management to make judgments, estimates anc
assumptions that affect application of policies and reported amounis of assets, fiabilities, income and expenses. These estimates and associated
assumptions are based on historical expetience and various other factors that are believed to be reasonable under circumstances, results of which
form the basis of making judgment about carrying amounts of assets and liabilities that are not readily apparent from other sources. Actual results
may differ from these estimales.

These estimates and undertying assumptions are reviewed cn an ongoing basis. Revisions to accounting estimates are recognized in the period in
which estimates are revised if the revision affects only that period, or in the period of revision and future periods if the revision affects beth current
and future periods.

Judgments made by the management that have significant effect on the financial statements and estimates with a significant risk of material
adjustment in the next year are as under.

ljarah assets and fixed assets in own use
The Modaraba reviews the useful lives of fixed assets, both under own use and ijarah arrangements, on regular basis. Any change in the estimate

in future years might affect the carrying amounts of the respective Hems of fixed assets with a corresponding effect on the depreciation charge and
impairment, if any.

23



Annual Report 2018 "‘ -

Note 3, Use of Estimates and Judgments - Continued...

ljarah rentals, musharaka and murabaha investments

fjarah rentals, diminishing musharaka financing and murabaha investments are stated net of provisicn against doubtful receivables. Provision is
recognized for jarah rentals receivable, diminishing musharaka financing and murabaha investments in accordance with the Prudential Regulations
for the Modarabas issued by the SECP and on subjective evaluation by the management. Bad debts are written off when identified.

Note 4

Changes in Accounting Standards, interpretations and Pronouncements

4.1 Standards, interpretations and amendments to approved accounting standards which became effective during the year

IAS 7, "Statement of Cash Flows" has infroduced an additional disclosure that will enable users of financial statements to evaluate
changes in liabilities arising from financing activities,

4.2 Standards, interpretation and amendments fo approved accounting standards that are not yet effective

The following standards, amendments and interpretations with respect to the approved accounting standards as applicable i Pakistan
and relevant to the Modaraba, would be effective from the dates mentioned below against the respective standard or interpretation:

Standard or Interpretation Effective Date
(Period beginning on or after)

IFRIC 22 Foreign Currency Transactions and Advance Consideration January 1, 2018
{FRS 9 Financial Instruments: Classffication and Measurement July 1,2018
IFRS 15 Revenue from Contracts wilh Customers July 1, 2018
IFRS 16 Leases January 1, 2019
IAS 23 Borrowing costs January 1, 2019

The Modaraba expects that such improvements to the standards will not have any material impact on the Modaraba's financial
statements in the period of initial application; except for IFRS 9.

In addition to the above standards and amendments, improvements to various accounting standards have aiso been issued by the I1ASB.
Such improvements are generally effective for accounting periods beginning on or after January 1, 210,

Further, following new sizndards have been issued by IASB which are yet to be notified by the SECP for the purpose of applicability in

Pakistan.
Effective Date
(Period beginning on or after)
-IFRS 14 'Regulatory Deferral Accounts' January 1, 2016
-IFRS 17 'Insurance Contracts January 1, 2021

The Modaraba expects thai such improvements to the standards will not have any material impact on the Modaraba's financial
sfatements.

24



First National Bank Modaraba \ 0
——

Note 5
Summary of Significant Accounting Policies

The significant accouating policies adepted in the preparation of these financial statements are set out below. These policies have been
consistently applied to all periods presented, unless stated olherwise.

51 Cash and cash equivalents
Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow stalement, cash ard cash equivalents
consist of cash in hand and balances with banks.

52 Receivables

Receivables are due on normal trade terms. These are carried at original invoice amount less pravision for doubtful debts, if any.
Balances considered bad and irrecoverable are written off when identified.

53 Murabaha investment

Murabaha investments are stated net of provision. Provision is recognized for Murabaha investments in accordance with the lime based
criteria of the Prudential Regulations for Madarabas issued by the SECP and subjective evaluation of management, Outstanding balances
are written off when there is no realistic prospect of recovery,

Murabaha receivable are recorded by the Modaraba at the invoiced amount and disclosed as such in the balance sheel. Purchases and
sales under murabaha and the resultant profit are accounted for on the culmination of murabaha transaction.

The profit on that portion of sales revenue not due for payment are deferred by accounting for a debit to "uneamed murabaha income”
account with the corresponding credit to "deferred murabaha income” accourt and shown in the balance sheet as a liability,

54 Financial assets

Financial assets are classified into financial assets at fair value through profit or loss; loans and receivable; held-to-maturity investments
and available-for-sale financial assets, When financial assets are recognized initially, they are measured at fair value plus, in the case of
investments nct at fair value through profit or loss, directly attributable transaction cost. The Modaraba determines the classification of its
financial assets after initial recognition and, where allowed and appropriate, re-evakuates this designation at each financiaf year-end.

Financial assets are de-recognized when the Modaraba loses control of the contractual rights that comprise the financial asset, The
Medaraba loses such control if it realizes the rights to benefits specified in contract, the rights expire or the Modaraba surrenders those
rights.

541  Financial assets at fair value through profit or loss

Financial assets classified as held for trading are included in the calegory 'Financiat assets at fair value through profit or loss'. Financial
assets are classified as held for trading if they are acquired for the purpose of selling in the near term. Gain or losse on investments held
for trading are recognised in the profit and loss account.

54.2  Held-to-maturity

Finarcial assets with fixed or determinable payments and fixed maturity, where the management has the infention and ability to hold fill
maturity, are classified as held to maturity and are stated at amortized cost.

54.3  Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or delerminable payments that are not quoted in an active market.

These are included in current assets, except for maturities greater than twelve months after the reporting date, which are classified as
nar-current assets. Loans and receivables comprise loans, deposits and other receivables in the balance sheet.
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Note &, ‘Summary of Significant Accounting Policies - Confinued...

5.44

55

56

5.7

5.8

5.8

510

Available-for-sale financial assefs

Availabile-for-sate financial assets are non-derivatives that are either designated in this category or not classified in any of the other
categories. These are included in nor-current assets unless the management intends to dispose off these assets within twelve months
from the reporting date.

Financia! liabilities

Financial liabilities are classified according to the substance of the contraciual arrangements entered into. Significant financial Kabilities
are secured deposits against jjarah {lease} assets, musharaka payable and other liabilities.

Recognition and derecognition of financial instruments

All financial assets and liabilities are recognized at the time when the Modaraba becomes 2 party to the contractual provisions of the
instrument and are derecogrized: in the case of asset, when the contractual rights under the instrument are derecognized, expired or
surrendered: and in case of liability, when the obligation is discharged, cancelled or expired.

Any gain / (loss) on the recognition and derecognition of financial assets and liabilities is included in the profit / {loss) for the period in
which it arises.

Assets and liabilities that are not of contractual nature and that are created as a result of statutory requirements are not financial
instruments of the Modaraba.

Offsetting of financial assets and financial liabilities

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if the Modaraba has legally
enforceable right to set off the recognized amount and intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously.

Creditors, accrued and other liabilities

Creditors, accrued and other labilities are measured at cost which is the fair value of the consideration to be paid in future for goods and
services received whether billed 1o the Modaraba or not.

Diminishing musharaka financing

Diminishing musharaka financing is stated net of provision. Provision is recognized in accordance with Prudential Regulations for
Modarabas issued by the SECP or on the estimate of management, whichever is higher. Bad debts are written off when idenfified.

Lease (ijarah) accounting

The Modaraba provides assets fo its clients under fjarah agreements as approved by the Religious Board. ljarah arrangements up to
June 30, 2008 have been recorded in the books of accounts as finance lease in line with 1AS-17 (Leases) and arrangemends beginning
on or after July 1, 2008 have been recorded in the bocks of accounts under IFAS-2 {ljarah).

Under the ijarah arrangements up to June 30, 2008, amount due from lessees under finance feases are recorded as receivables at the
amount of the net investment in the leases. Finance lease income is allocated to accounting periods so as fo reflect a constant periodic
rate of return on the net investment outstanding in respeact of the leases.

As per the requirements of IFAS-2, the Modaraba has presented assels subject to jjarah in its balance sheet according to the nature of
the asset, disfinguished from the assets in cwn use. Income from ijarah is recognized on accrual basis, unless another systematic basis is
more representative of the time pattern in which benefit of use derived from the leased asset is diminished. Costs, including depreciation,
incurred in earning the fjarah income are recognized as an expense.
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Nofe 5, 'Summary of Significant Accounting Policies - Continued...

51

5.11.1

5.11.2

5.11.3

512

5.13

Net investment in ijarah is stated at present value of minimum ijarah payments. Impairment losses on non-performing jjarah are
recognized at higher of provision required in accordance with the Prudential Regulations for Modarabas or at a level which in the
judgment of the management is adequate to provide for potentiaf jarah losses. These losses can be reasonably anticipated as the

difference between lhe carrying amount of receivaldes and present value of expected cash flows discounted at the rates implicit in the
ijarah agreement.

Fixed assets
Fixed assets under jiarah arrangements

Assets given 1o customers under fjarah arrangements on or after 01 July 2008 are accounted for as operating lease and are stated at
cost less accumulated depreciation and impairment loss, if any. Assets under jarah arrangements are deprecialed using the straight line

basis over the shorter of jjarah term or asset's useful life. In respect of additions and transfer during the year, depreciation is charged
proportionately to the period of fjarah.

Assels in own use - Tangible

Tangible fixed assets are stated at cost less accumulated depreciation and impairment loss, if any. Cost in relation to the assets
comprises acquisition and other directly atiributable costs. Subsequent costs are included in assets' carrying amounts when it is probable
that future economic benefits associated with the item will flow fo the Modaraba and the cost of the item can be measured reliably.
Carrying amount of parts so replaced, if any, is derecognized. All other repairs and maintenance are charged to profit and loss as and
when incurred. Gain / loss on disposals are carried to the profit and loss account in the year of disposal.

Depreciation is charged to profit and loss using the straight line method at the rates as specified in note 15 1o these financial statements
so as to write off the cost of assets over their estimated useful lives without taking into account any residual value. Depreciation on
additions to the tangible fixed assets is charged from the month in which an asset is available for use while no depreciation is charged for
the month in which the asset is disposed off.

Carrying amounts of the Modaraba's assels are reviewed at each balance sheet date to determine whether there is any indication of
impairment. If such an indication exists, the recoverable amount of such assef is estimated and impairment loss is recognized in the
profit and loss account. Where an impairment loss subsequently reverses, the carrying amount of the assel is increased to the revised
recoverable amount but limited 1o the extent of the initial cost of the asset, A reversal of the impairment loss is recognized as income in
the profit and loss account.

Assets in own use - Infangible

Expenditure incurred on intangible asset is capitalized and stated at cost less accumulated amortization and any identified impairment
loss. Intangible asset is amortized on straight line basis over a period of three years.

Provisions

Provisions are recognized when the Modaraba has a present, legal or constructive obligation as a result of past events and it is probable
that an outflow of resources embodying economic benefits would be required to settle the obligation and a reliable estimate of the amount
can be made. Provisions are reviewed at each balance sheet date and adjusled to reflect the current best estimates.

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligafion at the balance
sheet date, taking into account the risks and uncertainties surrounding the obligation. Future operating losses are not provided for,

Borrowing costs

Borrowing costs on long term finances are capitalized up to the date of commissioning of respective qualifying assets acquired out of the
proceeds of such long term finances. Al other borrowing costs are recognized in profit and loss account.
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Note 5, 'Summary of Significant Accounfing Policies - Continued...

5.14

515

5.15.1

5151

5.16

517

518

Revenue recognition

For lease (ijarah) agreements executed on or before June 30, 2008, the uneamed finance income is deferred and amortized to income
over the term of ijarah, applying the annuity method to produce a constant rate of return on net investment in ijarah. Unrealized ijarah
income on potential lease losses is excluded from the income from ijarah operations in accordance with the requirements of the
Prudential Regulaticns for Modaraba issued by the SECP,

For lease (jjarah) agreements executed on or after July 1, 2008 lease rentals are recognized as income on accrual basis, as and when
the rental becomes due over the ijarah period.

The deferred murabaha income i.e. the excess of aggregate murabaha Instalments over the cost of the asset under murabaha investment
is deferred and then amortized over the term of the murabaha, so as to produce a constant rate of retum on murabaha investment.
Documentation charges, front-end fee and other murabaha income are recognized as income on receipt basis.

Return on deposits with banks is recognized on time proportionate basis.

Profit on diminishing musharaka financing s recognized under the effective mark up rate method based on the amount outstanding.
Income from fee and commission is recognized as and when it becomes due.

Taxation

Current

Provision for current taxation is based on axable income at the current rates of laxation after faking into account tax credits available,
rebates and exemptions, if any. Under clause 100 of Part - | of Second Schedule to the Income Tax Ordinance 2004, the income of non-
trading modarabas is exempt from tax provided that not less than 90% of their profits are distributed to the certificate holders.

Deferred

Deferred tax is provided, using the balance sheet method, on all temporary differences at the balance sheet date between the tax bases
of assets and liabilities and their carrving amounts. Deferred tax liabiliies are recognized for all taxable temporary differences. Deferred
tax assels are recognized for all deductible temporary differences fo the extent that it is probable that the temporary differences will
reverse in the future and taxable income will be available against which the temporary differences can be ulilized.

Profit distribution

Praofit distribution to certificate holders is recognized as a liability in the period in which such distribution is arnounced,

Segment reporting

Operating segments are reported in a manner consistent with the intemal reporting provided fo the Chief Operating Decision Maker (the
Chief Executive Officer of the Medaraba). Segment results, assets and liabilities include items directly attributable to a segment. Segment
capital expenditure is the total cost incurred during the year to acquire fixed assets and intangible assets,

Dividend

Dividends are recognized as a liability in the period in which these are declared.
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Note 5, 'Summary of Significant Accounting Policies - Conlinued...

519  Contingent liabilities
Contingent liability is disclosed when there is a possible obligation that arises from past events and whose existence is confirmed only by
the occurrence or nen-oceurrence of ane or more uncertain future events not wholly within the contro! of the Modaraba,
A contingent liability is aiso disclosed when there is a present obligation that arises from past events but it is not probable that an cutflow
of resources embodying economic benefits would be required to settle the obligation or the amount of the obligation cannot be measured
with sufficient reliability.
5.20 Related party transactions
Transactions in relation o business activities with related parties are made at arm's length prices determined in accordance with the
Modaraha's policy.
Note 6
Cash and Bank Balances
2018 2017
Note Rupees Rupees
Cash in hand 19,541 -
Current accounts
Associated undertaking - National Bank of Pakistan 152,035 270,647
Others 725,066 48,041
877,101 318,688
Saving accounts 6.1
Associated undertaking - National Bank of Pakistan 232,725 25,291
Others 50,524,422 49,363,542
50,757,147 49,388,833
51,653,789 49,707,521
6.1 These carry mark up at the rate of 2.61% 1o 3.75% (2017: 2.70% to 3.50%) per annur.
Note 7
Short Term Murabaha Investments - Secured
2018 2017
Note Rupees Rupees
Considered good - -
Considered douhtful 243,770,960 244,025,025
243,770,960 244,025,025
Add: Deferred murabaha income 2,654,776 2,654,776
248,425,736 246,679,801
L.ess: Provision for non-performing murabaha investments 7.2 (227,462,959) {227,462,959)
Less: Suspended income (2,654,776)
16,308,001 19,216,842
71 These represent invesiments under murabaha arrangements on deferred payment basis at specified profit margins. These investments

7.2

carry profit ranging from 10.36% to 15.54% (2017: 10.36% 1o 15.54%) per annum and are secured against charge over fixed and cument
assets, personal guarantees of directors of customer companies, registered and equitable mortgage of properties, demand promissory
notes and post dated cheques varying from case to case.

Provision for non-performing murabaha investments

Opening balance 227 462 959 177,046,511
Charged during the vear - 50,416,448
Reversed during the year - -

Net charged during the year - 50,416,448
Closing balance 227,462 959 227,462,959
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Note 8
Accrued Profit
2018 2017
Note Rupees Rupees
Profit an diminishing musharaka receivable a1 561,471 388,493
Profit on sukuk investments 34,186 -
585,657 388,493
Note 8, ‘Accrued Profit - Continued...
2018 2017
Note Rupees Rupees
8.1 Profit held in suspense
Profit receivable on musharaka finances 1,404,566 1,094,139
Suspended income 811 (843,095) {705,646}
561,471 388 493
8.1 Suspended income account against diminishing musharaka profit receivable is as fotows:
Opening balance 705,646 503,321
Suspended during the year 137,449 112,325
843095 705,646
Note ¢
Short Term investments
2018 217 2018 2017
Number Number Rupees Rupees
‘Investments in sukuk of Rs 100,000 each - available for sale
200 - Neelum Jehlum Sukuk 20,895,000 -
100 - Byco Pefroleum Pakistan Limited 10,000,000 -
300 - 30,895,000 -
Mote 10
ljarah Rentals Receivable
2018 2017
Note Rupees Rupees
Considered good - secured 13,638,188 12,028,287
Considered doubtful 108,642 488 99,593,682
Less: Provision for doubtful fjarah rentals receivable 10.1 (25,303,438} {20,363,489}
Less: Profit held in suspense account 10.2 {22,718,538) (21,311,458
60,620,512 57,918,735
74,258,701 69,947,032
10.1 Provision for doubtful fjarah rentals receivable
Opening balance 20,363,489 13,622,056
Charged during the year 3,001,740 7,318,507
Adjustment / reclassifed from suspended profi 1,938,209 -
Written off during the year - {577,164}
Net charged during the year 4,939,949 6,741,433
Closing balance 25,303,438 20,363,489

30




=

First National Bank Modaraba

8

0.2 Profit held in suspense accounts
Opening balance 21,311,458 17,108,267
Income suspended during the year 4,122,976 7,207,092
Adjustment / reclassified to provision (1,938,209) -
Suspended income received {777,687 (3,003,901)
Net charged during the year 1,407,080 4,203,191
Ciosing balance 22,718,538 21,311,458
Note 11
Advances, Prepayments and Other Receivables
2018 2017
Note Rupees Rupees
Advances to employaes for expenses {unsecured - considered good) 12,530 12,530
Income tax deducted at source 2,407,830 2,299,126
Prepayments 193,749 27,880
Profit receivable on sukuks 502,340 -
Cther receivables 1 710,489 1,503,788
3,826,738 3,843,324
111 Other receivables
Considered good 710,489 1,503,788
Considerad doubtiul 29,680,817 28,244 256
30,391,306 30,748,044
Provision against doubtful other receivables 1.2 (29,880,817) (29,244 256)
710,488 1,503,788
14.2 Provision against doubtful other receivables
Opening balance 29,244 256 28,368,640
Charged during the year 436,561 875,616
Reversed during the year - -
Net charged during the year 436,561 875,616
Closing balance 29,680,817 29,244,256
Note 12
Current Portion of Non Current Assets
2018 2017
Note Rupees Rupees
Net investment in ijarah finance 13 15,579,850 31,270,867
Diminishing musharaka financing 14 20,417,303 26,098,927
Long term murabaha investments 15 5,878,259 45,083,734
Long term loans and deposits 16 427 854 595,499
42,303,266 103,049,027

31




Annual Report 2018 \8‘7

Note 13
Met Investment in ljarah Finance

2018 017
Lo Later than one Later than one
Net Inves.tment in ljarah Not later than and less than Total Not later than and less than five Total
Finance one year f one year
ive years years
Rupees
Minimum fjarah rentats
receivable 45,655,427 5185554 50,840,981 62,161,137 17,185,554 79,346,691
Residual value of
ijarah assets 2221514 46,700 2,268,214 5,088,181 46,700 5,134,881
Gross investment in
ijarah finance 47,876,941 5,232,254 53,108,195 67,249,318 17,232,254 84,481,572
iess: Unearmned finance
income (20,583,357} (3,581,390 (24,164,747) (13,071,599} (15,580,740 (28,652,339}
Net investment in lease
ijarah finance 27,293,584 1,650,864 28,944 448 54471714 1,651,514 55,829,233
Less: Provision for
doubtiul net
investment
in ijarah finance (11,713,734) {11,713,734) {22,906,852) - (22,906,852)
{Note 13.2)
15,579,850 1,650,864 17,230,714 31,270,867 1,691,514 32922 381
Less: Current portion (Note 12} (15,579,850 (31,270,867)
1,650,864 1,651,514

131 The Modaraba entered info various ijarah agreements for periods spanning 8 to 14 years {2017: 8 ta 14 years). Security deposils ranging
from 0.1% to 10% (2017 0.1% to 10%} are obtained at the time of disbursement. The rate of profit implicit in fjarah ranges from 9.76% to

11.97% (2017:7.86% to 11.18%) per annum.

13.2 Provision for doubtful net investment in ijarah finance

Cpening balance
Charged during the year
Reversed during the year

Net charged during the year
Closing balance
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Note 14
Diminishing Musharaka Financing - Secured
2018 2017
Note Rupees Rupees
Considered goed 18,056,782 32,258,640
Considered doubtful 4,337,634 4,337,634
Prevision against doubtful diminishing musharaka 14.2 - -
4,337,634 4,337,634
22,394,416 36,596,274
Less: Current portion 12 (20,417,303) (26,098,927)
1,977,113 10,497,347
141 This represents diminishing musharaka financing arrangement entered for a tesm of three o four years. The Modaraba has provided

financing to the extent of 23.69% 1o 90% of the value of musharaka assets. This financing is secured by first charge on all present and future
fixed assets of the client, personal guarantee of direclors, registered and equitable morigage on properties, post dated cheques and joint
ownership of musharaka assels. These carry profil at rates ranging between 9.35% to 14.02% (2017:9.35% to 14.02%} per annum and are

repayable on monthly basis.
14.2 The provisien against doubtful diminishing musharaka financing has not been incorporated as the forced sale value of collaterally heid
assets is greater than the amount receivable from the respective parties.
Note 15
Long Term Murabaha Investments - Secured
20138 2017
Note Rupees Rupees
Considered good 10,559,988 14,895,252
Considered doubiful 69,301,582 69,602,515
79,861,570 84 497 767
Add: Deferred murabaha income 25 31,813,554 31,913,554
151 11,775,124 116,411,321
less: Provision for doubtful murabaha investments 15.2 (69,301,582) (69,602,482)
Less: Suspension for doubtful murabaha investments (29,388,304} -
: 13,085,238 46,808,839
L.ess; Current portion 12815.3 (5,878,259} {45,083,734)
7,206,979 1,725105
151 These represent investiments under murabaha arrangements on deferred payment basis at & profit margin ranging from 9.38% to 15.50%

{2017: 9.38% to 15.50%} per annum. These invesiments are secured against charge over fixed and current assets, registered and equitable
mortgage of properlies, personal guarantees of the direclors of customer cempanies, demand promissery notes and post-dated cheques
varying from case lo case.

15.2 Provision for doubtful murabaha investments
Opening balance 69,602,482 41,602,482
Charged during the year - 28,000,000
Reversed during the year {300,900) -
Nel charged during the year {300,900 28,000,000
Closing balance 69,301,582 69,602,482
15.3 Current portion of leng term murabaha investments 2018 2017
Rupees Rupees
Murabaha investments - 5,759,140 37,602,051
Deferred murabaha income 25 119,119 7,481,683
5,878,259 45,083,734
Note 16
Long Term Loans and Deposits
2018 2017
Note Rupees Rupees
Long term lcans to employees 161 858,497 1,556,881
Securily deposits 39,500 39,500
897,997 1,596,361
Less: Current portion 12 {427 B54) (595,499}
470,143 1,000,882
16.1 These loans are given to employees of the Modaraba for purchase of vehicles and carry profit at 5% (2017: 5%) per annum. Maximum

aggregate balance due from employees at the end of any menth during the year was Rs. 1,556,881 (2017: Rs. 2,513,652). As a security,
vehicles are registered in the name of the Modaraba.
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ote 17
Intangible Asset
2018 2017
Rupees Rupees
Cost 1,131,300 1,131,300
Accumulated amortization (1,131,300 {1,131,300)
Net book value - -
171 This represents ERP software, as at the reporting date, the intangible asset is fully amortized but still in use of the Modaraba.
Note 18
Fixed Assets under ljarah Arrangements
Description Plant and machinery Vehicles Total
Rupees
Year Ended June 30, 2018
Cost
Balance as at July 01, 2017 409,943,673 454,424 819 864,368,492
Additions - - -
Disposals (64,845,477) (193,234,385} (258,079,862)
Balance as at June 30, 2018 345 098,196 261,190,434 606,288,630
Accumulated depreciation
Balance as at July 01, 2017 326,352,152 283,702,432 610,054,584
Charge for the year 23642346 16,637,958 40,280,305
Disposals (56,324,124) {131,864 ,952) {188,189,076)
Balance as al June 30, 2018 293,670,374 168,475,438 462,145,813
Accumulated impairment Loss
Balance as at July 01, 2017 4,705,513 2,164,742 6,870,255
Impairment charged / {reversed) 12,401,104 - 12,401,104
Balance as at June 30, 2018 17,106,617 2,164,742 19,271,359
Total as at June 30, 2018 34,321,205 90,550,253 124,871,458
Year Ended June 30, 2017
Cost
Balance as at July 01, 2016 588,927 510 656,920,439 1,245,847,949
Additions - - -
Disposals (178,983,837) (202,495,620) (381,479,457
Balance as at June 30, 2017 409,943,673 454,424 819 864,368,492
Accumulated depreciation
Balance as at July 01, 2016 410,704 101 363,976,083 774,680,184
Charge for the year 53,618,261 70,737,786 124,356,047
Disposals {137.970,210) {151,011,437) {288,981,647)
Balance as at June 30, 2017 326,352,152 283,702,432 610,054,584
Accumulated Impairment Loss
Bafance as at July 01, 2016 1,502,302 3471787 4,974,089
Impairment charged / {reversed) 3,203,211 (1,307,045} 1,896,168
Balance as at June 30, 2017 4705513 2,164,742 6,870,255
Total as at June 30, 2017 78,886,008 168,557,645 247 443,653
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18.1 General description of significant ijarzh arrangements {IFAS-2)

The Modaraba has entered into various ljarah agreements for periods ranging from 3 to 1% years (2017: 3 to 11 years). Security deposits

ranging from 0% to 71% {2016: 5% to 73%) are obtained at the time of disbursement. The rate of profit implicit in ijarah ranges from 9.17%
10 14.46% (2017 9.46% to 14.46%) per annum,

18.2 Aggregate amount of future jjarah rentals receivable on the basis of ijarah arrangements executed uplo the reporting date are as follows:

2018 2017

Future fjarah Rental Receivables Rupees Rupees

Not later than one year 14,325,771 36,967,708

Later than one year but not later than five years 122,541,459 160,949,631

Later than five years 136,867,230 197 917,339
Note 19
Fixed Assets under Own Use

Description Vehicle Compulers_ and Elet_::trlcal Total
accessories Equipment
Rupeses.

Year Ended June 30, 2018
Cost
Balance as at July 01, 2017 1,351,182 1,804,058 434,664 3,589,904
Additions 39,000 21,500 - 60,500
Disposals - - - -
Balance as at June 30, 2018 1,390,182 1,825,558 434,664 3,650,404
Accumulated depreciation
Batance as at July 01, 2017 1,351,182 1,798,326 434,664 3,582,172
Charge for the year 7,800 12,820 - 20,620
Disposals - - - -
Balance as at June 30, 2018 1,358,982 1,809,148 434,664 3,602,792
Total as at June 38, 2018 31,200 16,412 - 47,612
Year Ended June 30, 2017
Cost
Balance as at July 01, 2016 1,351,182 1,804,058 434,664 3,589,904
Additions - - - -
Disposals - - - -
Balance as at June 30, 2017 1,351,182 1,804,058 434,664 3,589,904
Accumulated depreciation
Balance as at July 01, 2016 1,342,962 1,722,144 432967 3,498,073
Charge for the year 8,220 74,182 1,697 84,099
Disposals - - - -
Balance as at June 30, 2017 1,351,182 1,796,326 434 664 3,582,172
Total as at June 30, 2017 - 7,732 - 7,732
Annual rate of depreclation 20 % 33.33% 20-33.33%

19.1  These contain fully depreciated assets of Rs. 3,589,904 (2017: Rs. 3,241,823) that are still in use by the Modaraba.
Note 20
Short Term Finance - Secured

2018 2017
Note Rupees Rupaes
From banking companies
Running finance 201 217,063,388 201,634,754

201 The Modaraba has abtained running finance facility of Rs. 250 million (2017: Rs. 250 million) from the National Bank of Pakistan carrying
mark-up / profit at 1 month KIBOR plus 1% {2017: 1 menih to 6 months KIBOR plus 1%} per annum payable manthly. The effective mark-up
{ profit rate charged during the year ranged from 6.76% fo 6.36% (2017: 6.22% to 6.29) per annum. This facility is secured by way of first
joint pari passu hypothecation charge on all present and future receivables, leased assets and related lease receivables and present and
future assets of the Modaraba to the extent of Rs 277.778 million (2017: Rs 277.778 million}. This facility expired on March 31, 2018 and has
yel not been renewed as at the reporting date.
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Note 21
Creditors, Accrued and Other Liabilities
2018 2017
Note Rupees Rupees
Advances from customers 17,679,335 25,725,887
Accrued expenses 494,700 433,780
Withholding tax payable 5,000 -
Unclaimed profit distribution 214 425218 437,624
Charity and other payable 21.2 427,747 668,108
19,032,000 27,265,399
211 Reconciliation of unclaimed dividends
Opening batance 437 624 439,064
Dividend accrued { (paid) {12.,406) (1.440)
Closing balance 425218 437624
212 Itincludes charity payable amounting to Rs. 350,714 {2017: Rs. 591,075},
Note 22
Current Portion of Non-Current Liabilities
2018 2017
Note Rupees Rupees
Security deposits against ijarah assels 23 103,934,253 155,082,085
Long term finances - secured 24 - 33,333,332
Ceferred murabaha income 25 119,118 7,481,683
104,053,372 195,897,100
Note 23
Security Deposits against ljarah Assets
2018 2017
Note Rupees Rupees
Security deposits against ijarah assets 106,736,453 176,682,872
Less: Current portion 22 (103,934,253} {165,082,085)
2,802,200 21,500,787
Note 24
l.ong Term Finance - Secured
2018 2017
Note Rupees Rupees
From banking companies - secured
National Bank of Pakistan - associated undertaking 24.1 - 50,000,002
Less: Current portion 22 - (33,333,332)
- 16,666,670

241 This demand finance facility of Rs. 200 million was obtained to finance operations of the Modaraba and was repayable in 12 equal quartery
instalmenis. This carried mark-up @ 3 months KIBOR pius 2.00% per annum payable quarterty. The effective mark-up rate charged during
the year ranged from 7.64% to 8.00% (2017: 7.45% to 7.85%) per annum. The facility was secured by way of first joint pari passu
hypothecation charge over all present and future leased assets and related lease receivables of the Modaraba to the extent of Rs 222,222
million. The entire loan has been repaid during the year.

Note 25
Deferred Murabaha Income

2018 2017
Note Rupees Rupees
Long term deferred murabaha income 15 31,913,554 31,913,554
Suspended income (29,388,304} -
Net of suspension 2,525,250 31,913,554
Less: Current partion 22 (119,119 (7,481,683}
2,406,131 24,431,871
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Note 26
Certificate Capital
2018 2017 2018 2017
Number of certificates Rupees Rupees
Authorized:
60,000,000 60,000,000 Modaraba cerfificates of Rupees 10 each 600,000,000 600,000,000

Issued, subscribed and paid-up certificate capital
25,000,000 25,000,000 Modaraba cerificates of Rupees 10 each 250,000,000 250,000,000

26,1 7,500,000 {2017: 7,500,000) certificates of the Modaraba are held by National Bank Modaraba Management Company Limited, the
modaraba management company.

26.2  No cerlificates of the Modaraba have been issued / cancelled during the year.

Note 27
Statutory Reserves

Statulory reserves represent profils set aside in compliance with the requirements of prudential regulations for Modarabas issued by the SECP. These
regulations require the Madarabas te transfer at least 20% after tax profit, if any, upto a maximum of 50%, in statulory reserves until the reserves equal
100% of the paid up capital. Thereafter, a sum not less than 5% of the after tax prcfit is to be transferred inte the statulory reserves each year. During

the year no amount (2017: Rs. Nil) is transferred in the statutory reserves.

Note 28
Contingencies and Commitments

28.1 Commissioner Iniand Revenue (Appeals) raised demand of tax payables of Rs. 333,26 milfion for tax year 2011, Appeal filed before the
Commissioner Appeals Inland Reverue. The deemand is deleted. The department has filed an appeal against the order of the
Commissicner Appeals before the Appeliale Tribunal. The notice of hearing is awaited from the Tribunal.

28.2 Cemmissioner Infand Revenue (Appeals) raised demand of tax payables of Rs, 127.362 million for tax year 2014, Appeal filed before the
Commissioner Appeals Infand Revenue, The deemand is deleted. The department has filed an appeal against the order of the
Commissioner Appeals before the Appellate Tribunal. The notice of hearing is awaited from the Tribunal.

Note 2%
Other Income
2018 2017
Rupees Rupees
Service charges 71429 97.018
Documentation charges 8.500 -
Note 30 79,929 97,018
Operating Expenses 2018 2017
Note Rupees Rupees
Salaries, allowances and other benefils 301 11,291,000 10,968,204
Communication 233515 275,695
Traveliing and conveyance 50,577 313,264
Vehicles' running expenses 128,362 129,469
Postage and stamps 34,193 39,928
Advertisement 138,641 104,670
Legat and professional 1,035,736 947,941
Auditors' remuneration 30.2 350,000 546,830
Fees and subscription 987,867 681,903
Repairs and maintenance 400,862 280,552
Insurance 101,186 99,307
Stationery and printing 349,790 348,183
Entertainment 275,456 249,886
Depreciation on fixed assets - own use 19 20,620 84,099
Other sundry expenses 153,291 105,104
15,551,098 15,175,035

30t Salaries, allowances and other benefits

The aggregate amounts charged for remuneraticn including alf benefits to officers and employees of the Modaraba are as under:
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2018 2017
Officers | Employees | Total Officers | Employees | Total
Rupees

Salary 2,816,976 2,466,744 5,283,720 2,380,131 2,557,252 4,937,383
House rent 1,408,500 957,199 2,365,699 1,045,837 1,132,620 2178457
Ulilities 338,052 229,74 567,786 251,001 271,813 522814
Bonus 570,675 435,567 1,006,242 482,319 520,389 1,002,708
Others 902,355 1,165,198 2,067 553 770,350 1,556,492 2,326,842

6,036,558 5,254,442 11,291,000 4,929,638 6038 566 10,968,204
Number of
pErsens 4 9 13 3 8 11

3041 Average number of employees during the year was 13 (2017: 12). All employees are on contract.

30.1.2 Al employees are entitled for reimbursement of fuel expenses upto certain limits

30.2 Auditors' remuneration
Audit fee 253,200 302,500
Half yearly review fee 96,800 96,800
Certifications - 97,600
Qut of pocket expenses - 49,930
350.000 546,830
30.3 Office space, utilties and refated expenditure are borne by National Bank Modaraba Management Company Limited,
Modaraba management company.
Note 31
Finance Cost
2018 2017
Rupees Rupees
Short term finances 13,464,322 15,879,672
Long term finances 2,473,735 7,684,799
Bank and other charges 48,493 135,928
15,986 550 23,700,399
Note 32
Provision for Doubtful Receivables
2018 2017
Note Rupees Rupees
Opening balance 369,580,038 283,548,541
Add: Charged during the year 3,438,301 86,610,661
Add: Reclassified from suspended profit on ijarah 1,938,209 -
Less: Reversed during the year (11,494,018} (577,184}
Net provisien charged during the year 324 (6,117,508) 86,033 497
Closing balance 363,462,530 369,580,038
321 This includes provision of Rupees Nill million (2017: 39.074 million) recognized during the year on the basis of subjective

avaluation of non-performing short term murabaha investments, ijarah rentals receivable and long term murabaha investments.
The break-up is as under:

38



—allr -

First National Bank Modaraba

32.1.1  Short term murabaha investments
liarah rentals receivable
Long term murabaha investments

322 Break up of closing balance

Provision against doubtfu! murabaha investments
Provision for doubtful ijarah rental receivables
Provision against doubtful other receivables

Provision for doubtful net investment in ijarah finance

Note 33
Modaraba Management Company Fee

\Ay

’
2018 2017

Note Rupees Rupees
- 18,473,740
- 3,100,000
- 17,500,000
. 39,073,740
734152 296,764,541 297,085,441
104 25,303,438 20,363,489
11.2 29,680,817 29,244,256
13.2 1,713,734 22,906,852
363,462,530 369,580,038

In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatation and Controf} Ordinance, 1980, management fee @ 10% of
annual profits is paid to the modaraba management company. Owing to the loss during the year, the modaraba management company's fee has not

been provided for,

Note 34
Taxation

341 No pravision for current tax is recognized as the Modaraba has brought forward tax tosses of Rs. 177.298 million (2017: Rs 256.973 million).
Further, provision of minimum tax is not applicable to the Modaraba as per sub clause (xiii) of clause 11A of part IV of second schedule to

the Income Tax Ordinance, 2001.
34.2 Deferred tax asset

Deferred tax asset has criginated relating to the following:

Accelerated tax depreciation
Carry forward tax losses

Less: Deferred tax asset not recognized

2018 2017
Rupees Rupees
46,095,834 43,448,578
44,324,533 64,243,310
90,420,384 107,691,888
(90.420,364) {107,691,888)

3421 The deferred tax asset of Rs. 90.420 million {2017: Rs. 107.692 millien) has not been recognized in these financial statements as the
temporary differences are not expected to reverse in foreseeable future because taxable prefits may not be available against which the

temporary differences can be utilized.

Note 35
Loss Per Certificate - Basic and Diluted
2018 2017
Rupees Rupees
Loss aftributable fo ordinary certificates holders Rupees (8,188,588} (71,359,682)
Weighted average number of ordinary certificates
outstanding during the year Numbers 25,000,000 25,000,000
Loss per certificate Rupees (0.33) {2.85)
351 Basic earnings per modaraba certificate have been computed by dividing loss for the year as stated above with weighted average number of
Modaraba certificates.
352 There is no dilution in loss per certificate as the Modaraba has not issued any instrument which would have an impact on its loss per
certificate,
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Note 36
Cash Generated from Operations
2018 2017
Rupees Rupees
{Restated)
Net loss for the Year (8,188,588) (71,359,682)
Adjustment for:
- Depreciation on fixed assets under own use 20,620 84,099
- Depreciation on fixed assets under ijarah arrangements 40,280,305 124,356,047
- Impairment on fixed Assets under ijarah arrangements 12,401,104 1,896,166
- Gain on termination of ijarah arrangements {936,127) (4,525,381)
- Profit on shert term investments (1,923,820 -
- Charge of provision against short term murabaha investment - net - 50,416,448
- Charge of provision against doubtfut ijarak rentals receivable - net 4,939,949 6,741,433
- Charge of suspense income against ijarah rentals receivable - net 1,407,080 4,203,191
- Charge of provision against doubtful other receivables - net 436,561 875,616
- Reversal of provision against net investment in ijarah finance - net (11,193, 118) -
- (Reversal) / charge of provision long term murabaha investments - net (300,900) 28,000,000
- Finance Cost 15,986,550 23,700,399
- Profit on term deposit receipts and bank deposits {844,994) (974,792)
60,173,210 234,773,226
Operating profit before working capital changes 51,984,622 163,413,544
Decrease / {increase) in opereting assels: _

- Accrued profit 1,716,656 98,690

- ljarah rentais receivable (10,659,698) 926,138

- Advances, prepayments and other receivables {311,471} (982,823)

- Shert term murabaha investments 2,908,841 28,100,003

- Net investment in ijarah finance 1,962,596 601,181

- Diminishing musharaka financing 14,201,858 20,074,614

- Long term murabaha investments 1,981,421 9,384,069
Increase / (Decrease) in operating liabilities:

- Creditors, accrued and other liabilities (8,220,993} 3,569,862
Net changes in working capital 3,579,210 61,776,734
Cash Generated from Operations 55,563,832 225,190,278
Note 36, Cash Generated from Operations - Conlinued...

36.1 Liabilities Arising from Financing Activities

As at June 30, Non-cash As at June 30,

2017 changes Cash flows (Net) 2018
wmmmmenne e e e e RUPBES e eee oo
Short term borrowings 201,634,754 - 15,428,634 217,063,388
Long term finance - secured 50,000,002 - (50,000,002} -
251,634,756 - {34,571,368} 217,063,388

Note 37
Financial Risk Management

- Credit risk
- Liquidity risk
- Market risk
The Board of Directors of the management company has overall responsibility for the establishment and oversight of the Modaraba's risk management
framework,
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Credit risk

Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss to the Modaraba by failing to discharge an
abligation. The risk is generally limited to principal amounts and accrued profit thereon, if any. The Modaraba's policy is o enter into financial
confracts in accordance with the internal risk management policies and the requirements of the Prudential Regulations. The carrying
amounts of the following financial assets represents the maximum credit exposure at the reporting dats:

Financial assets 2018 2017
Rupees Rupees
Bank balances 51,634,248 49,707 521
ljarah rentals receivable 74,259,701 69,947,032
Advances, prepayments and other receivables 1,212,829 1,503,788
Accrued profit 595,657 388,493
Murabaha investments - net of provision 29,393,239 31,457,351
Net investment in ijarah finance 17,230,714 32,922,381
Diminishing musharaka financing 22,394 416 36,596,274
Short term investments 30,895,000 -
Long term loans and deposits 897,997 1,596,381
228,513,801 224 119,221

Credit quality of banks

The credit quality of the Modaraba's bank batances can be assessed with reference to external credit ratings is as follows:

Rating 2018 2017
Short term Long term Agency Rupees Rupees

Naticnal Bank of Pakistan A+ AAA PACRA 384,760 295,939
Al Baraka Bank {Pakistan) Ltd. Al A PACRA 14914 252,945
Bank Alfalah Ltd. Al+ Ad+ PACRA 709,206 4964
First Women Bank Lid, A2 A- PACRA 4725 4760
Hahi Bank Limited Alt AAA JCR-VIS 171,01 -
The Bank of Punjab Al+ AA PACRA - 38,052
Bank Istami Pakistan Ltd. A A+ PACRA 50,509,632 49,110,860
MCB Bank Ltd. Al+ ARA PACRA - 1

51,634,248 49 707 521

Description of collateral held

The Modasaba's ijarah arrangements (leases) are secured against ijarah assets, demand promissory notes, post dated cheques and
personal guarantees varying from case to case. In a few arrangements additional collateral is also obtained in the form of charge on fixed
assets. Murabaha investments are secured against charge over fixed and current assets, registered and equitable mortgage of properties,
personal guarantees of directors of customer companies, demand promissery noles and post dated cheques varying from case to case.
Diminishing musharaka financings are secured by first charge on all present and future fixed assets of the client, regislered and equitatle
mortgage on properties, personal guarantee of directars, post Cated cheques and joint ownership of musharaka assels varying from case to
ase.
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3713 Age analysis of profit accrued on murabaha investments
Past due June 30, 2018
Amount on which | Amount onwhich | Suspension made Carrving amount
Gross amount | no suspension is suspension is under Prudential nimiunt
required required Regulations
Rupees
0 days
1 day - 89 days .
90 days - 179 days - -
180 days - 364 days -
1 year - less than 2 year - . .
2 year - ‘ess than 3 year 2,459,641 2456,641 2,459 641
3 vear or more 12,835727 12,835,727 12,835,721
Total 15,295,368 15,295,368 15,295,368
Past due June 30, 2017
Ameunt en which | Amount onwhich | Suspension made
L. N ) Carrying amount
Gross amount no suspension is suspension under Prudential Amount
required isrequired Regulations
Rupees
0 days - -
1 day -89 days -
90 days - 179 days - -
180 days - 364 days - - - -
1 year - less than 2 year 2,068,453 - 2,068,453 2068453 -
2 year - less than 3 year 2,73241 2,732.411 2,732,411 -
3 year or more 8,019,086 8,016,086 8,019,086
Total 12,819,850 12.819,950 12,818,850
3714 Age analysis of murabaha invesiments
Past due June 30, 2018
Amount on which | Amount on which Provision made .
L L iy Carrying amount
Gross amount no provision is provision is under Prudential Amount
required required Regulations
Rupees
0 days 10,559,988 10,559,988 - 10,559,988
1 day -179 days - - . -
180 days- 364 days . - -
1 year - less than 2 year - - . - -
2 year - less than 3 year 36,947 483 . 36,947 483 36,947 483 -
3 year or more 276,124,486 - 276,124 486 259,817,058 16,307,428
Total 323,631,957 10,559,988 313,071,969 294,764 541 26,867 416
Past due June 30, 2017
Amount on which | Amount onwhich | Provision made .
L . . Carrying amount
Gross amount no provision is provision is under Prudential Amount
required required Regulations
Rupees
0 days 14,895,252 14,895,252 - - 14,895,252
1 day-179 days . - . - -
180 days - 364 days - - - - -
1 year - less than 2 year 36,947,483 - 36,947 483 36,947,483 -
2 year - less than 3 year 93,500,000 93,500,000 £8.867,801 4,632,199
3 vear and above 183,180,057 183,180,057 171,250,157 11,929,900
Total 328522792 14,895 252 313,627,540 297,065,441 31,457 351
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Age analysis of fjarah rentals receivable

Past due

0 days

1 day -89 days

90 days -179 days

180 days - 364 days

1 year - less than 2 year
2 year - less than 3 years
3 year of more

Total

Past due

0 days

1 day -89 days

90 days -179 days

180 days - 364 days

1 year - less than 2 year
2 year - less than 3 years
3 year or more

Total

\43

Age analysis of diminishing musharaka financing

Past due

0 days

1 day -179 days

180 days- 364 days

1 year - less than 2 year
2 year - less than 3 year
3 year or more

1 year - less than 2 year
2 year - less than 3 years
3 year or more

Totai

’
June 30, 2018
Amount on which | Amount on which Provision/
Gross amount no provision / provision suspension made | Carrying amount
038 suspension is suspension is under Prudential Amount
required required Regulations
Rupees
421,702 421,702 421,702
12,892,197 12,892,197 12,802,197
325,290 325,290 325,290
102 401 - 102,401 3,463 98,938
108,540,087 - 108,540,087 48,018 513 60,521,574
122,281,877 13,639,189 108 642,488 48,021,976 74,250,701
June 30, 2047
Amount on which | Amount on which Provision/
6 ( no provision provision / suspension made | Carrying amount
foss amoun suspension is suspension is under Prudential Amount
required required Regutations
Rupees
940,414 940,414 - . 940414
10,564,673 10,564,673 - - 10,564,673
523,210 523,210 - - 523,210
27914 - 27,914 4748 23,168
3,270,553 3,270,553 180,386 3,080,167
83,286,711 83,296,711 28491,311 54,805,400
12,958,504 - 12,598,504 12,998,504 -
111,621,979 12,028,297 03,593,662 41674 947 69,047,032
June 30, 2018
Amount on which | Amount on which | Provision made .
N -, . Carrying amount
Gross amount no provision is provision is under Prudential A
. . . mount
required required Regulations
Rupees:
7,660,288 7,660,288 - 7,660,288
10,396,494 10,366,494 10,396,494
4337634 4,337,634 4,337,634
22,394,418 18,056,782 4337634 - 22,394 416
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Past due

0 days

1 day-179 days

180 days - 364 days

1 year - less than 2 year
2 year - iess than 3 year
3 year and above

1 year - less than 2 year
2 year - less than 3 years
3 year or more

Total
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Age analysis of profit accrued on diminishing musharaka financing

Past due

0 days

90 days - 179 days

180 days - 364 days

1 year - less than 2 year
2 year - less than 3 year
3 year or more

2 year - less than 3 years
3year or more

Total

Past due

0 days

90 days - 179 days

180 days - 364 days

1 year - less than 2 year
2 year - less than 3 year
3 year or more

2 year - less than 3 years
3 year or more

Total

Amount on which | Amount onwhich | Provision made Carrvin t
Gross amount no provision is provision is under Prudential F)A' 9 arr:oun
required required Regulations moun
Rupees-
16,364,820 16,364,820 - 16,364,820
15,893,820 15,893 820 - 15,893,820
4337 634 - 4337834 4,337 634
36,596,274 32,258 640 4337634 - 36,596,274
June 30, 2018
Amount on which | Amount onwhich | Suspension made .
o L . Carrying amount
Gross amount | no suspension is suspension is under Prudential
) ) Amount
required required Regulations
Rupees
561471 561471 - 561,471
843,095 843,095 843,095
1,404,566 581,471 843,095 843095 561,471
June 30, 2017
Amount on which | Amount on which | Suspension made .
Carrying amount
Gross amount | no suspension is suspension Is under Prudential A
. . . mount
required required Regulations
Rupees
388,493 388,493 - 388,493
705,646 705,646 705,646
1,084,139 388,493 705,646 705,646 388,493

Provisions are recognized by the Modaraba on the basis of time based criteria given under Prudenlial

evaluation carried oul gn an ongeing basis.
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The Modaraba manages credit risk and its concentration through diversification of activities to avoid undue concentration of risks with individuals, groups cr specific industry
segments. For this purpose, the Modaraba has established sxposure limits for individuals and industrial sectors. Break-up of credit risk exposure by class of business is as

follows:

Transport and communications
Education

Power

Textiles

Construction
Engineering

Food

Individuals

Financial institutions
Manufacturing induslries
Miscellarequs

Total

Transporl and communications
Education

Power

Textiles

Constuction
Engineering

Food

Individuals

Financial institutions
Manufacluring industries
Miscellaneous

Total

Liquidity risk

June 36, 2018
-I|arah Net Investment in]  Murabaha Diminishing
recefvables and ljarah finance investments musharaka Total " age
assets jard
Rugpees
14,047 543 - 1,657,185 16,004,732 205
1,705,455 - 1,705,455 0.2
1418,228 15,000,000 16,418,228 2.10
52,426,371 28,944,448 266,713,000 3229714 348,406,793 4467
- - - - - 0.00
1,765,419 - 4,762,236 6,527,655 (1)
86,907,145 18,059,988 104,967,133 1346
43.338,248 . 3,878,099 47,216,347 6.05
16,146,997 - 16,146,997 207
3305219 23,859,542 27,164,761 348
26,092 51C - - 11473918 37,566,428 482
247,153,135 28,944 448 303,632,530 22304416 £22,124.529 1976
June 30, 2017
recei::::::s and Nef Investment in ' Murabaha Diminishing Total % age
ljarah finance investments musharaka
assets
Rupees
19,623,592 300,833 6,957 805 26,882,330 345
1,723,981 - - 1,723,981 0.23
1,675,768 15,000,000 - 16,675,769 214
63,462,792 55,828,233 266,967,065 2,772,144 389,031,834 46.88
9,297,000 - - 9,297,000 1.20
2,491 992 23,859,542 4,337,634 30,689,168 1%
94,545,513 22,305,252 116,940,865 15.00
93,230,188 - 9,788 688 103,018,876 132
19,491,880 - 19,491,880 250
30,625,849 . - 30,625,849 393
22,696,976 - - 12,739 403 35,636,379 457
359,085,632 55829233 328522792 36,506,274 780,013,931 100

Lisquidity Fsk is the risk that the Modaraba will encounter cifficulty in meeting its financial obligations as they fall due. Liquidity risk arises because of the possibility that the
Modaraba could be required to pay its liabiliies earlier than expecled or difficulty in raising funds to meet commétments associated with financial liabilities as they fall due. The
Modaraba's approach fo managing liquidity is to ensure, as far as passivle, thal it will always have sufficient liquidity to meet its liabilities when due, under bath nermal and
stressed conditions, without incurring unacceplable losses or damage to the Modaraba's repulation. The following are the contractual maturities of financiat liabilities,

including interest / profit payments:

Non-derivative financial liabilities
Accrued profit

Short term finances

Creditors, accrued and olher liabifities
Total

June 30, 2018

Carying amount Contr;?::l cash G months or less | 6to12months | 1yearto 2years | 2 years to § years
Rupees
2,564,748 2,564,748 2.564,748 -
217,063,388 217,063,388 217,063,388 -
922,447 922,447 922,447 -
220,550,583 220,550,583 220,550,583 -
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June 30, 2017

Cont
Carrying amount on ';‘:::1 cash §months ortess | Gto12months | 1 yearto 2 years | 2 years to § years
Rupees
Non-derivative financial liabilities
Accrued profit 2,094,045 2,084,045 2,094,045 - - -
Shart term finances 201,634,754 202,794,126 202,794,126
Creditors, accrued and other liabilities 1,539,512 1,639,512 1,539,512 . -
Long term finances 50,000,002 59,120,516 19,867,762 18,815,570 19,437,184
Total 255,268,313 265,548,199 226,285,445 18,815,570 18.437,184

The contractuai cash flows refating to the above financial liabilities have been determined on the basis of mark-up / profit rates effeclive as at the reporting date (and includes
both principal and profil payabie thereon).

Market risk

Market risk is the risk that changes in market price such as foreign exchange rates, interest / profit rates and equity prices will effect the Modarabe's income or the value of ils
holdings of financial instruments.

Currancy risk

Curency fisk is the risk that the fair value or future cash flow of a financial instrument will fluctuate because of changes in foreign exchange rates. Currency risk arises mainly
from future commercial transactions or receivables and payables the exist due o fransactions In foreign currencies. Currently, the Modaraba does not have any receivables or
payables that exist due fo transactions in foreign currencies which expose il to currency risk.

Interest ! profif rate risk

This represents the fisk thal the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest / profit rales.
The Modaraba's interest / profit rale risk arises from short term finance, short term finances, bank balances in saving accounts, nelinvestment in ijarah finance, diminishing
musharaka, murabaha investments and loans to employees. Short term investments, short term finances, murabaha investments, diminishing musharaka and balances in

saving accounts are at variable rates, thal expose the Modaraba to cash flow interest / profit rate risks. Long term loans lo employees made al fixed rate expose the
Modaraba 1o fair value interest / profit rate risk.

At the reporting date the interest / profit rate profile of the Modaraba's interest bearing financial instruments was:

2018 2017
Rupees Rupees

Fixed rate instruments

Financial assets

Loans to employees 868,497 1,556,831
Floating rate instruments

Financial assets

Murabaha Invesiments 29,393,239 135,628,163

ljarah rentals receivable 74,259,701 69,947,032

Cash and bank balances 51,653,789 49,707,521

Diminishing musharaka financing 22,384,416 36.596.274

Netinvestment in ijarah finance 17,230,714 32,922,381

Shert term investmenis 30,895,000 -

Finangial liabifities

Long term finances 50,000,002

Short term finances 217,063,388 201,634,754

Fair value sensitivity analysis for fixed rate instruments

The Modaraba does not account for any fixed rate financial assets and liabilities at fair value through profit or loss. Therafore, a change ininterest / profit rate at the reporling
date would not affect profil or loss of the Modaraba,
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Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest ! prafit rales at the reperting date would have increased / (decreased) the loss for the year by the amounts shown below. The analysis
assumes that all other variables remain constant. The analysis is performed on the same basis for the year 2017. Following will be impact on the profit and loss account and
the equity of the Modaraba:

June 30, 2018 June 30, 2017
100 bps 100 bps
Increase | Decrease Increase | Decrease
Rupees Rupees Rupees Rupees
Floating rate financial assets 2,258,269 (2,258,269) 2,203,119 {2,203,118)
Floating rate financial fiabilities (2,170,634} 2,170,634 {2,516,349) 2,516,345
Net effect 87,635 {87.635) {313.230) 313,230

The sensitivity analysis prepared is not necessarily indicative of the effects on loss for the year and assels / liabilities of the Modaraba. This analysis is prepared assuming
that amaunts of liakilities and assets oulstanding at raporting dates were outstanding for the entire year.

3733 Other price risk
Other price risk represents the risk that the fair value or future cash flows of & financial instrument will fluctuate because of changes in market prices (other

than those arising from interest / profit rale dsk or currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or faclors affecting all similar financial instrument traded in the market. The Modaraba is not exposed to commodity price risk and

equily price risk.
74 Financial instruments by categories
2018 2017
Financial assets as per balance sheet Rupees Rupees
Loans and receivables
Cash and bank balances 51,653,789 49,707 521
ljarah rentals receivable 74,259,701 69,947,032
Accrued profit 595,657 388,493
Murabaha investmenis 29,393,239 135,628,163
Net investment in ijzrah finance 17,230,714 32,922,381
Diminishing musharaka financing 22,394,416 36,596,274
Advances, prepayments and other receivables 1,212,829 1,503,788
Long term foans and deposits 858,497 1,566,381
197,596,842 328,260,033
Available for Sale
Short term investments 30,895,000 -
Financial liabilities as per balance sheet
Loans and receivables
Accrued profit payable 2,564,748 2,094,045
Shorl term finances 217,063,388 201,634,754
Creditors, accrued and other abilities 922 447 1,539,512
Leng term finances - 50,000,002
255,268,313 255,268,313

Note 33
Recognized Fair Value Measurements - Financial Instruments

Fair value hierarchy

Certain financial assets and financial Yiabilities are not measured a! fair value if the carrying amounts are a reasonable approximation of fair value. Due to short term
nature, carrying amounts of certain financial assets and financial liabiities are considered fo be the same as their fair value, For the majority of the non-current
receivables, the fair vaiues are also not significantly different from their carrying amounts. Judgements and estimates are made in determining the fair values of the
financial instruments that are recognized and measured al fair value in these financial statements. To provide an indicalion about the reliabiliy of the inputs used in
determining fair value, the Modaraba classifies its financial instruments into the following three levels. As at the reporting dale, the Modaraba has short term
investments which are required to be grouped into level 2. These levels are explained as under.
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Level 1. The fair value of financial instruments traded in active markets (such as publicly traded derivalives, and trading and available-for-sale securities) is based
on quoted market prices &t the end of the reporting period. The quoted market price used for financial assets held by the medaraba is the current bid price.
These instruments are included in level 1.

Level 2. The fair value of financial instruments that are not traded in an active markel (for example, over-the-counter derivatives) is delermined using valuation
techniques which maximize the use of observable market data and rely as lithe as possible on enlity-specific estimates. If all significant inputs required to
fair value an instrument are observable, the instrument is included in level 2.

Level 3. Ifene or more of the significant inputs is not based on observable market data, the instrument is included in level 3. This is the case for unlisted equity
securities. :

Note 39
Balances And Transactions With Related Parties

Related parties comprise associated companies, modaraba management company and ils holding underlaking, direclors of the Modaraba management company and
key management personnel. Dedail of transactions with related parties and balances outstanding with them at the reporting dates are as follows:

2018 2017
Rupees Rupees
394 Balances outstanding at the reporting date
Bank accounts with National Bank of Pakistan 384,760 295,938
Finances from National Bank of Pakistan 217,063,388 251,634,756
39.2 Transactions during the year
Relaled party Relationship Nature of Transaction
National Bank of Pakistan Modaraba Management Long term finance repaid 50,000,002 33,333,332
Company's holding company Short term finance obtained - net 15,428,634 48,283,832
liarah rentals received 12,587,931 12,586,443
Mark up paid 15,515,847 22,348,749
Remuneration to key management personnel 6,036,558 4,929,638
Note 40
Segment Information
40.1 As per IFRS 8, operating segments are reported in a manner consistent with the internal reporting used by the chief operating decision-maker. The chief

executive officer (CEQ} of the Modaraba has been identified as the chief aperating decision-maker, who is responsible for allocating resources and
assessing performance of the operating segments.

40.2 The CEQ is responsible for the Modaraba's entire product porticlio and he considers the business as a single operating segment. The Modaraba's asset
i allocation decisions are based on a single integraied investment strateqy and the Madaraba's performance is evaluated on an overall basis.

40.3 The Internal reporting provided to the CEOQ for the Modaraba’s assets, liabilities and performance is prepared on a consistent basis with the measurement
and recognition principles of approved accounting and reporting standards as applicable in Pakistan. The Modaraba is domicited in Pakistan. All of the
Modaraba's income is from investment in entities incorporaled in Pakistan. The Modaraba also has a diversified certificate holder population. As al June
30, 2018, there was only one {June 30, 2017: one} certificate holder (Nalional bank of Pakistan - the holding company of the Modaraba Management
Company) who held more than 10% of the Modaraba's centificate capital. Its holding was 30% (June 30, 2017: 30%).

Mote 41
Date Of Authorization For Issue

These financial stalements have been approved by the Board of Direclors of National Bank Modaraba Management Company Limiled and authorized for issue on
on October 02, 2018

Note 42
General

Comparative figures are re-arranged, wherever necessary, to facilitate compasison. Ne material re-arrangements have been made in the'se financial stalements,

#

g IRV A s ap A2

Chief Executive Officer Director U7~ Dirsctor Chlef Financial Officer
Nalional Bank Madaraba National Bank Modaraba Nafionai Bank Modaraba National Bank Modaraba
Lahore: QOctober (2, 2018 Management Company |imited Management Company Limited Management Company Limited Management Company Limited
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PATTERN OF CERTIFICATE HOLDING
AS ON JUNE 30, 2018

Number of Shareholdings To Total Mumber of Percentage of
ShareHolders From Share Held Total Capital

76 1- 100 271 0.01
344 101 - 500 165,114 0.66
206 501 - 1000 192,270 0.77
209 1001 - 5000 616,354 247
87 5001 - 10000 701,283 281
27 10001 - 15000 369,709 1.48
24 15001 - 20000 433,792 1.74
2 20001 - 25000 502,990 2
16 25001 - 30000 466,787 1.87
§ 30001 - 35000 156,900 063
9 35001 - 40000 347 502 139
4 40001 - 45000 173,965 0.70
6 45001 - 50000 295,990 118
2 50001 - 55000 106,272 043

1 55001 - 60000 56,000 0.22

1 60001 - 65000 62,500 0.25

1 65001 - 70000 66,500 0.27

2 75001 - 40000 133,895 0.62

1 85001 - 90000 90,000 0.36

1 90001 - 95000 95,000 0.38

6 95001 - 100000 600,000 240

1 15001 - 120000 115,500 0.46

1 130001 - 135000 132,500 0.53

2 150001 - 155000 308,000 123

1 155001 - 160000 159,800 0.64

1 165001 - 170000 168,000 0.67

1 180001 - 185000 181,500 0.73

2 195001 - 200000 400,000 1.60
2 205001 - 210000 416,966 167

1 215001 - 220000 216,800 0.87

1 240001 - 245000 242,002 097

1 265001 - 270000 267,000 1.07

1 270001 - 275000 273,938 1.10

3 295001 - 300000 896,600 3.59

2 405001 - 410000 19,500 328

i 580001 - 595000 500,500 2.36

1 1280001 - 1285000 1,261,500 513

1 1495001 - 1500000 1,500,000 6.00

1 1870001 - 1875000 1,874,500 750

i 1995001 - 2000000 2,000,000 8.00

1 7495001 - 7500000 7,500,000 30.00

| 1,076 25,000,000 100.00
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CATEGORIES OF CERTIFICATE HOLDERS
AS ON JUNE 30, 2018

Ser# Code Category No. of Shares Percentage
Shareholder Held of Total

Capital

1 1 individuals 1,066 16,674,501 66.6980
2 4 Joint Stock Companies 6 202,601 0.8064
3 9 Modaraba Management Cos 1 7,500,000 30.0000
4 10 Funds 1 300,000 1.2000
5 24 Others 2 323,898 1.2956
ITOTAL: 1,076 25,000,000 100.0000|
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CATEGORIES DETAILS

AS ON JUNE 30, 2018
Catagory - Numbers of Certificates.
Individuals 16,674,501
Joint Stock Companies - N
1 MAPLE LEAF CAPITAL LIMITED 1
2 MUHAMMAD AHMED NADEEM SECURITIES {SMC-PVT) 100
LIMITED
3 DOSSLANI'S SECURITIES (PVT) LIMITED 500
4 FIKREES (PRIVATE) LIMITED 500
5 AMZ SECURITIES (PVT) LIMITED 500
6 SALIM SOZER SECURITIES (PVT.) LTD. 200,000
Joint Stock Companies 201,601
Modaraba Management Cos
1 NATIONAL BANK MODARBA MANAGEMENT COMPANY 7,500,000
LIMITED
Modaraba Management Cos 7,500,000
Funds
1 TRUSTEES D.G.KHAN CEMENT COLTD.EMP. PF 300,000
Funds 300,000
Others
1 TRUSTEES ALOO&MINOCHER DINSHAW CHR.TRUST 49,900
2 TEACHERS RESOURCE CENTRE 273,998
Others 323,898
25,000,000
Certificate Holding Of 5% Or Above
NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED 7,500,000
SHAKEEL ARSHAD 1,874500
DURAIN CASSIM 1,500,000
DINAZ CASSIM 2,000,000

FIRQZUDDIN CASSIM 1,218,500
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NOTICE OF 16TH ANNUAL REVIEW MEETING & BOOK CLOSURE

Notice is hereby given that the 16" Annual Review Meeting of certificate holders of First National
Bank Modaraba will be held on Monday, October 28, 2019 at 11:00 a.m. at Ground Floor, NBP

RHQs Building, 26 — McLagon Road, Lahore to review the performance of the Modaraba for the
year ended June 30, 2019,

The Certificate Transfer Book will remain closed from Qctober 22, 2019 to October 28, 2019 (both
days inclusive) for the purpose of eligibility to attend the Annual Review Meeting.

The certificate holders whose names appear on the Register of Certificate Holders of First National
Bank Modaraba at the close of business as on October 21, 2019 will be eligible to attend the Annual
Review Meeting. All transfers received in order, up to the close of business on October 21, 2019 at
our Registrar's Office, Hameed Majeed Associates (Pvt.) Limited, H.M House, 7 - Bank Square,
Lahore will be considered in time.

By order of the Board

()

Farah Aslam

Company Secretary

National Bank Modaraba Management Company Limited
Managers of First National Bank Modaraba

Lahore: September 26, 2019
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Vision:

To offer Shariah complaint Islamic Financial Products in
the financial market so as to achieve optimum customer satisfaction
and develop sustainable business relationships.

Mission:

Promote an Islamic Financial Institution where values of
management excellence, professionalism, human resource
development are promoted such that interests of all
stakeholders are safeguarded.
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Annual Shari‘ah Advisor's Report

While conducting the Shari'ah review of First National Bank Modaraba managed by National Bank Modaraba,
Management Company Limited {NBMMCL), a wholly owned subsidiary of National Bank of Pakistan for the
financial year ended June 30, 2019, we found that FNBM did not extend any fresh financing. Further, the

Modaraba did not receive any fresh funds were accepted. Therefore, the repart remains more or less the same.
In my opinion:

i.  The Modaraba has a mechanism for Shari'ah compliance and the systems, procedures and policies
adopted by the Modaraba are in line with the Shari'ah principles;

. No significant developments took place during the year,

iii.  The previous financing agreement(s) entered into by the Modaraba are Shari'ah compliant and the
agreement(s) have been executed on the formats as approved by the Shariah advisor and all the related
conditions have been met;

iv.  To the best of my information and according to the explanations given to me, the business transactions
undertaken by the Modaraba and all other matters incidental thereto are in conformity with the Shari‘ah
requirements as well as the requirements of the Praspectus, Islamic Financial Accounting Standards as
applicable in Pakistan and the Shari'ah Compliance and Shari'ah Audit Regulatians for Modarabas

V. Profit sharing ratios, profits and charging of losses (if any) relating to any deposit raising product conform
to the basis and principles of Shari‘ah.

vi. Earnings realized from non-compliant sources were credited ta charity accounts,

Observation(s}

However, during the review, we found that it has been found that no fresh financial activity took piace, so
ohservations remain same as previous:

i.  FNBM is maintaining bank accounts with conventicnal Bank.
ii.  Financing from conventional Bank(s) have been secured.

Recommendation(s}
Following are some recommendation:

i FNBM must maintain account(s) in Islamic Banks/Islamic Windows of Conventional Banks only.

ii.  Matter arising from previous report where we instructed to replace all credit lines with conventional banks
with Islamic Banking facilities. 1t is stil outstanding and the management needs to resoclve this at
the earlies.

Conclusion

Based on the above-mentioned fact, | am of the view that the business operations of First National Bank Modaraba
are Shariah compliantup tothe bestof my knowledge.

£ L~y

Mufti Ehsan Wagquar
Shari‘ah Advisor
Dated: September 19, 2019
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DIRECTORS’ REPORT
Board of Directors of National Bank Modaraba Management Company Limited (NBMMCL), the management Company
of First National Bank Modaraba (FNBM), presents the directors report on the 16" annual accounls of FNBM for the

period ended June 30, 2019. These accounts have been audited by the statutory auditors of the Modaraba and are
accompanied by their audit report.

1. Financial Results;
[Amounts in Rupees})

Year Ended June Year Ended June Year Ended Juae Year Ended June Year Ended June YearEnded June
30, 2019 30, 2018 30, 2017 30, 2016 30,2015 30, 2014

Balance Shast Size 303,068,110 356,066,321 508,478,472 841306270 | 1248349011 |  1.602,658.474
Totat Equity (22,110,114) 8,154,162 16,333,070 87,692,752 141,625,254 263,701,324
Tolat Operating & Other 22,260,145 76,030,467 179,801,462 314,368,924 451,401,503 558,123,884
Sperating & Financial 52,357,465 71,817,951 163,231,481 302,048,194 460,444,217 592,335,961
Prafitfor he period (35,116,364) (8,178.908) (71.350,682) (53.832502) | (122,176,070} (4.212,077)
m:g:;‘::ef‘f;ie Nil N Nil Nil Ni Nil
Net profit after tax {35.716,364) (8,178,908} (71,359,682) (53832502 | (122,176,070} (34,212077)
g per certfcate (1.43) 033 (2.85) (2.15) (4.89) (1.37)
Return on Assets (%] (1178} (2.30} (13.9) 6.39) (876} 201}
:‘;:;“’" on Equity (162) (101 (436.9) (61.52) (87.14) {1292)
Dividend Paid (%) il Nil il Nl Nil i
f;ﬁ?}j:’;’t:?g’:;’” (142) 33 064 552 564 1052

2. Economic and Sector Qutlook:

The economy during the year 2018-2019 remained turbulent and was marked with high inflation, depreciating rupee
value, high interest rates etc, as the newly elected Govt. was on its toes to handle the ground realities and sventually
resorted to IMF's program whereby it tightened its fiscal and monetary policies in order to manage a huge external and
internal debt burden piled up over past many years. Although the movement in exchange rates favored exporters, the
business activity however did not pick up in general, while many import based industries went out of business. Despite
approval of IMF program, the necessary stability and certainty in the economy needed for stimulating reasonable
public/private sector investments did not come about during the year. Nasty local politics and regional geo-political
situation marked with military standoff involving air skirmishes on eastern borders perhaps kept potential investors
waiting. The stock market indices accordingly more or less kept sliding down during the year. The energy shortages were
although reduced considerably, however its cost did not appear to have suited many industrial setups. The local
businessmen are still showing reluctance to come fo terms with the new tax regime. Nevertheless the economy is
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is expected to adjust with the changing realities and would hopefully revive in the coming years when investors begin to

see any continuity and soundness of Govt's economic policies, and more and more investors get attracted towards export
based industries.

Financial sector, including the Modaraba sector, remained more or less steady. Although the present 'evel of market
interest rates apparently suites financial intermediaries, however they are depriving private sector from the credit needed
to fuel investment growth. Also the sustainable performance of the financial sector depends on the growth in private
entrepreneurships and investments, inctuding rehabilitation of these industrial units where most of the sector's credit
portfelio is stuck up. !t is hoped that the market interest rates would soon be rationalized and credit would become
accessible and feasible for businesses especially for SMEs. However along with any policy of lowering the interest rates,
it is essential to put reguiations in place to avoid spillover of the available credit in non-productive avenues. As far as
Islamic financial industry is concerned, it is growing as usual and where financial Modarabas can also prosper by
devetoping their own niche markets through innovation, technology and product deveiopment.

Going Concern Assumption

Due to accumulated losses, Board of Directors of parent bank, National Bank of Pakistan (NBP) in its meeting held on 22
June, 2018 resolved to review and reverse its earlier decision of cessation of Modaraba and to re-capitalize it with Rs
300Million by issuing certificates at Rs 10 per cefificate. For this purpose Securities and Exchange Commission of
Pakistan{SECP) has accorded its approval on December 3,2018 for issuance of further certificates other than right to
NBP. Inthis respect NBP has sought SBP approval and the matter is still pending.

However, the absence of fresh equity and execution of the business plans as intended by the management, there exists
material uncertainty that casts significant doubts about the Modaraba's ability to continue as a going concern. Therefore
on advice of our external auditors, these financial statements have been prepared on the basis of estimated realizable /
settlement values of assets and liabilities respectively as fully explained in note 1.2 tothe financial statements.

Review of Operations:

During the period under review, the management remained focused only on recovery from non-performing portfolio.
Several recovery suits that were earlier initiated against defaulter parties were decreed in FNBM's favor by the relevant
Banking Courts, and their execution proceedings were underway. In this respect, subsequent to the year end, a total of
Rs.11.5 million was recovered from a couple of defaulter clients, and more such recoveries are expected in the current
year. On the other hand regular portfolio has performed well and generated income consistently.

The balance sheet size shrunk from Rs.356 million in the corresponding year to Rs. 303 million this year. The Income from
credit portfolio has decrease considerably due to maturities of the regular portfolio. Finance cost has increased by almost
40% during the period under review due to increase in market interest rates. Despite general inflation the operaling
expenses were kept under control and remained around Rs.15 Million which is same as tast year. However the operating
loss when coupled with a net charge of further provisioning on account of reduction in FSVs of collaterals held against
some old classified accounts, resulted in a net foss of Rs.35 million The loss per certificate accordingly remained at
Rs.1.43 as against Rs.0.33 in the corresponding year.

FNBM ensures conformity with the Shariah compliance and Shartah audit mechanism for Modarabas. In this respect
Sharia'h Advisor's report is attached. The amounts advised by the Sharia'h advisor to be paid as charity, has been
credited to the charity account. During the year, an amount of Rs. 0.45 Million was paid as charity to approved charitable
institutions as per policy approved by the Board of Directors.

Profit Distribution

Board in its meeting held on September 26, 2019 did not declare any dividends due to the aforementioned reasons.
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Future Qutlook:

Following the decision of NBP for injection of equity and along with achieving substantial recoveries from non
performing loans, the new business activity is planned to be focused mainly on small ticket financing of consumer/
commercial vehicles and standalone machinery/equipment to small and medium size enterprises,

The returns on new financing, coupled with recoveries from existing non-performing classified portfolio, are
expected to enable FNBM to start paying dividends regularly within few years.

3. Corporate and Financial Reporting Framework:

The financial stalements, prepared by the management of the Modaraba, present fairly its state of affairs, the
result of its operations, cash flows and changes in equity.

Proper books of accounts of the Modaraba have been maintained.

Accounting policies have been applied consistently, unless otherwise stated in financial statements, in
preparation of financial statements and accounting estimates are based onreasonable and prudent judgment,

International Financial Reporting Standards, Intemational accounting standards, and Islamic Financial
Accounting Standards as applicable to Modarabas in Pakistan, have been followed in preparation of financial
statements.

The system of interal control, which is sound in design is in place and is being continuously reviewed by internal
audit. The process of revisw will continue and any weakness in controls will be removed.

These financial statements are prepared on non-going concern basis.

There has been no material departure from the best practices of corporate governance as detailed in the listing
regulations except for those specifically mentioned in the statement of compliance with the CCG,

There are no statutory payments on account of taxes, duties, levies and charges, which are outstanding as on
June 30, 2019 except those disclosed in the financial statements.

During the year ended June 30, 2019 four {04), meetings of the Board of Directors were held. Besides (04) four
Audit commitiee and two (02} HR Committee meelings along with two(02) risk management commitice
meetings were also held. Attendance by each directors is as follows:

No. of Attendance
Name Board Audﬁt HR‘ RM
Committee | Committee | Committee
i. Rehmat Ali Hasnie 4 N/A 1 N/A
ii. Syed Jamal Baquar 3 1 N/A N/A
iii. Khawaja Waheed Raza 4 4 2 2
iv. Mr. Jamal Nasim 4 4 N/A 2
v. Mr. Muhammad Igbal Hussain 4 N/A 2 2
vi, Mr. Muhammad Imran Malik 4 N/A N/A N/A
vii. Mr. Abbas Azam 4 N/A N/A N/A
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The remuneration of the CEO and mesting fee of the non-executive members of the board of directors are paid by the
management company, NBMMCL. ‘

The pattern of certificate holders is annexed.

1. Auditors;

The auditors M/s. Horwath Hussain Chaudhry & Co Chartered Accountants, who were auditors of previous year as well ,
have given their consent to act as auditors for the year ending June 30, 2020, Their appointment has been confirmed by

the Board, subject to approval by the Registrar, Modaraba Companies and Modarabas SECP,

2. Acknowledgement:

The Board would like to take this opportunity of expressing gratitude and thanks to our valued customers for their
patronage and support, the Securities and Exchange Commission of Pakistan, Pakistan Stock Exchange, and NBF| &
Modaraba Assaciation of Pakistan for their continuance support and guidance.

For and on Behalf of the Board

ptFE

Chief Executive Officer September 26, 2019
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First National Bank Modaraba

Statement of Compliance with Listed Companies
(Code of Corporate Governance) Regulations, 2017

Name of company First National Bank Modaraba
Yearending June 30,2019

The company has complied with the requirements of the Regulations in the following manner:
1. The total number of directors is7as per the following:

a.Male : 7

b. Female: 0

2. The compaosition of board is as follows:

Number of Directors in

Category each category Name
Independent Mr. Muhammad Igbal
Director Hussain
3 Mr. Jamal Nasim
Mr. Khawaja Waheed
Raza
Executive
Director 1 Mr. Abbas Azam

Mr. Rehmat Ali Hasnie

Non-Executive Mr. Syed Jamal Baquar
Director

Mr. Imran Malik

3. The directors have confirmed that none of them is serving as a director on more than five listed companies, including this company
{excluding the listed subsidiaries of listed holding companies where applicable}

4. The company has prepared a Code of Conduct and has ensured that appropriate steps have been taken te disseminate it
throughout the company along with its supporting palicies and procedures.

5. The board has developed a vision/mission statement, overall corporate strategy and significant policies of the company. Acomplete
record of particulars of significant policies along with the dates on which they were approved or amended has been maintained.

6. Allthe powers of the board have been duly exercised and decisions on relevant matiers have been taken by board/ shareholders as
empowered by the relevant provisions of the Act and these Regulations,

7. The meetings of the board were presided over by the Chairman and, in his absence, by a director elected by the board for this
purpose. The board has complied with the requirements of Act and the Regulations with respect to frequency, recording and
circulating minutes of meeting of board. The Baard has met for the first quarter of the year on 2 October, 2018.

8. The board of directors has a formal pelicy and transparent procedures for remuneration of directors in accordance with the Actand
these Regulations,

8. Three out of seven directors, which is fractionally short of one half, had either acquired the prescribed certification under a director
training program or obtained exemption from the Commission under the regulation. By end of next year it will be ensured that at least
75% of directors acquire the prescribed cerification or obtain exemption from the commissicn.

10. The board has approved appointment of CFO, Company Secretary and Head of internal Audit including their remuneration and
terms and conditicns of employment and complied with relevant requirements of the Regulations.

11. CFO and CEQ duly endorsed the financial statements before approval of the board.

13
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12, The heard has formed committees comprising of members given below:;

Committee No of Members Chairman of Committee Members
Jamal Nasim
Audit Committee 3 Jamal Nasim Khawaja Waheed Raza

Syed Jamal Baguar
Khawaja Waheed Raza

3 Khawaja Waheed Raza | Rehmat Ali Hassnie
Muhammad Iqbal Hussain
Khawaja Waheed Raza

3 Khawaj Waheed Raza | Muhammad Iqbal Hussain
Jamal Nasim

HR & Remuneration
Committee

Risk Management
Committee

Nomination Committee NA

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the committee far compliance.

14. The frequency of meetings (quarterly/half yearly/ yearly) of the committees was as perfollowing:

Committee No of Meetings
Audit Committee 4

HR and Remuneration Committee 2

Risk Management Committee 2

Nomination Committee NA

15. The board has set up an effective internal audit function Whe are considered suitably qualified and experienced for the purpase
and are conversant with the policies and procedures of the company.

16. The statutory auditars of the company have confirmed that they have been given a satisfactory rating under the quality control
review program of the ICAP and registered with Audit Oversight Board of Pakistan, that they or any of the partners of the firm, their
spouses and minor children do not hold shares of the company and that the firm and all its partners are in compliance with
International Federation of Accountants {IFAC) guidelines on code of ethics as adopted by the ICAP.

17. The statutory auditors or the persons associated with them have not been appointed to provide other services except in
accordance with the Act, these regulations or any other regulatory requirement and the auditors have confirmed that they have
observed IFAC guidelines in this regard.

18. The positien of Company Secretary and the CFO shall be segregated to meet CCG's requirements,

19. We confirm that all other requirements of the Regulations have been complied with.

~

e
<~

Signature {s)
Chairman
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First National Bank Modaraba

Review Report on the Statement of Compliance contained in Listed Companies
(Code of Corporate Governance) Regulations, 2017

We have reviewed the enclosed Staternent of Compliance with the Usted Companies (Code
cf Corporate Govemnance) Regulations, 2017 (the Regulations) prepared by the Board of
Directors of National Bank Modaraba Management Company Limited (the Management
Company) for and on behalf of First National Bank Modaraba (the Modaraba) for the year
ended June 30, 2019 in accordance with the requirements of regulation 40 of the
Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Company. Our responsibility is to review whether the Statement of Compllance reflects the
status of the Company’s compliance with the provisions of the Regulations and report # it
does not and to highlight any non-compliance with the requirements of the Regulations A
review is limited primarily to inquiries of the Company's personnel and review of various
documents prepared by the Company to comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding
of the aceounting and intemnat control systems sufficient to plan the audit and develop an
effective audlt approach, We are not required to consider whether the Board of Directors’
staterment on Internal control covers all risks and controls or to formi an opinion on the
effectiveness of such internal controls, the Cempany’s corporate governance procedures and
Tisks,

The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their
review and approval, its related party transactions and also ensure compliance with the
requirements of section 208 of the Companies Act, 2017. We are only required and have
ensured compliance of this requirement to the extent of the approval of the related party
transactions by the Board of Directors upon recommendation of the Audit Commitbee. We
have not canied out procedures to assess and determine the Company’s process for
identification of related parties and that whether the related party transactions were
tndertakers at arm’s length price or not.

Based on our review, ncthing has come to our attention which causes us to believe that the
Statement of Campliance does not appropriately reflect the Company's compliance, in all
material respects, with the requirements contained in the Regulations as applicable to the
Cotnpany for the yvear ended June 30, 2019,

Further, we highlight below instances of non-compliance with the requirements of the
Requlations as reflected’in the paragraph reference where these are stated in the Statement

of Compliance:

Serial Paragraph Description

NQ, Reference

1 7 The Board did not have a meeting in respect of first quarter
untl as later as October 02, 2019,

2 9 At least 50% of the Directors have not acquirexd the prescribed

certification under the Directors Training Program or obtained
exemption from the Commisslon as required under clause 20
of the Regulations.

3 18 The Chief finandal Officer and Company Secretary of
Modaraba is the same person.

Lahore HORWATH HUSSAIN CHAUDHURY & COQ.
Datext]; 26, September 2019 Chartered Accountants
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AUDITORS’ REPORT TO THE C.ERTIFICATE HOLDERS

We have audited the annexad balance sheet of First National Modaraba (“the Modaraba’™) as
at June 30, 2019 and the related profit and loss acoount, staterment of comprehensive inoome,
cash flow statement and staterment of changes In equity together with the notes forming part
thereot (herelnafter referred to as the finandal statements), for the year then ended and we
state that we have obtzined all the information and explenations which, to the best of aur
knowledge and bellef, were necessary for the purposes of our audit.

These finandal statements are the Modaraba Company's (National Bank Modarat:a Manasgement
Company Limited) responsibility who is also responsible to establish and maintaln a system of
internal control, and prepare and present the above sald statements in confarmity with the
appraved accounting standards as applicable in Pakistan and the requiremernts of the Modaraba
Companies and Modaraba (Floatation and Contral} Ordinance, 1980 (XXXI of 1980) and the
Modaraba Companies and Modaraba Rules, 1981. Our respotis Bty is to express an opinion on
these statements based onh our audit,

We conducted our audit in accordance with the auditing standards as applicable In Pakistan.
These standards require that we plan and perform the audlt to obtain reasonable assurance
about whether the financial statements are free of any material misstatement, An audit includes
examining on a test basis; evidence supporting the amounts and disclosures in the financial
stabterments, An audit also Includes assessing the accounting polides and significant estimates
made by the Modaraba Cornpany, as well 85, evaluating the overall presentation of the finandal
staterments. We belleve that our audit provides a reasenabie basls for our epinicn and, after due
verification, we report, that;

a) in Qur opinion, proper books of accounts have been kept by the Modaraba Company in
respect of the Modaraba as required by the Modaraba Companies and Modaraba
{Floatation and Control) Ordinance, 1980 (XXXI of 1980) and the Modaraba Companies
and Modaraba Rules, 1981;

b} In aur opinion;

)] the balance sheet and profit and loss account together with the notes thereon
have been drawn up In conformity with the Modaraba Companies and Modamaba
{Fioatation and Control) Ordinance, 1980 DOCT of 1580) and the Modaraba
Companles and Modaraba Rules, 1981, and are in agreement with the books of
accounts and are further In accardance with the accounting policies consistently
applled;

{0y the expenditure incurred during the year was for the purpose of the Modaraba's
business; and

(i) the business conducted, Investments made and the expenditure inoured during
the year wera In accordance with the objects, termns and conditions of the
Modaraba;

¢} in our opinion and to the best of aur Information and acgording ® the explanations given
to us, the balance sheet, profit and loss account, statement of comprehensive income,
cash fow statement and statement of changes in equity together with the notes forming
part thereof conform with approved accounting standards as applicabile in Pakistan, and,
give the information required by the Modaraba Companies and Modaraba (Floatation and
Contrel) Ordinance, 1930 (OO of 1980) and the Modaraba Companies and Modaraba
Rules, 1981, in the mannar s0 raquired and respectively give: a true and falr view of the
state of the Modaraba's affairs as at Juhe 30, 2019 and of the loss, comprehensive loss,
its cash fiows and changes In equity for the year then ended; and

d) rio Zakat was deductitie at source under the Zakat and Ushr Ordinance, 1980 (XVIII of

1980).
we draw attention to Note 1.2 of the acoompanied financial statements, which indicates that the
Modaraba Incurred a net 1oss of Rs, 35.716 millicn during the year ended June 30, 2019, As of
that date the Modaraba’s current liabiities exceeded its current assets by Rs, 109,010 mwillion, Its
net liabilities amounted to Rs, 22.110 million and its accumulabed losses amounted to Rs.
316.065 milflion. Moreover, National Bank of Pakistan’s plan to recapitalize the Modarasba by
Injacting further Rs. 300 million Is awaldng approval from the State Bank of Pakistan. This
situation indicates that a material uncertalnty exdsts that may cast significant doubt on the
Modaraba’s ability to continue as galng concern. Therefore, these finandal staternents have been
prapared on the basis of estimated realizable / settlement values of assets and liabllities
respectively. Estimated reslizable [ setttement values are based on the management’s best
estimate. Estimation involves judgment tased on the latest available, reliable information,
historical experience and other factors, induding expectation of future events that are believed
to be reascnable under tha draumstances. In future, these estimates may need revision if
changes cccur In the drcumstances on which the estimates are based or as a result of new
Information. Henoe, the ulimate values at which assets will be realized and liabilities will be
settied may be different from those carried in these financial s@ements. Our opinkan Is not

quatified In respeact of this mattear.
co.

HORWATH HUSSAIN CHAUDHURY
LAHORE Chartered Accoun tants
Dated: September 26, 2019 (Engagement Pariner: Amin Ali }
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First National Bank Modaraba

AS AT JUNE 30, 2019
2019 2018
Note Rupees Rupees
ASSETS
CURRENT ASSETS
Cash and bank balances 6 11,328,223 51,653,789
Shert term murabaha investments - secured 7 16,138,222 16,308,001
Accrued profit 8 2,192,041 1,097,997
Short term investments 9 74,518,664 30.895.000
liarah rerntals receivable 10 69,521,441 74,259,701
Advances, prepayments and other receivables " 4,421,491 3,324,398
Current portion of non current assets 12 34,922,373 42,303,266
213,043,455 219,842,152
NON-CURRENT ASSETS
Net investment in ijarah finance 13 - 1,650,864
Diminishing musharaka financing - secured 14 - 1,977,113
Long term murabaha investments - secured 15 5,893,938 7,206,979
Long term loans and deposits 16 190,780 470,143
intangible asset 17 - -
Fixed assets under ijarah arrangements 18 83,900,189 124,871,458
Fixed assets - own use 19 39,747 47,612
90,024,655 136,224,169
TOTAL ASSETS 303,068,110 356,066,321
LIABILITIES
CURRENT LIABILITIES
Accrued profit 4,505,873 2,564,748
Deferred murabaha income 7 - -
Short term finances - secured 20 217,063,388 217,063,388
Creditors, accrued and other liabilities 21 17,928,939 19,032,000
Current portion of non-current liabilities 22 82,555,415 104,053,372
322,053,621 342,713,508
NON-CURRENT LIABILITIES
Security depaosits against ijarah assets 23 890,000 2,802,200
Deferred murabaha income 24 2,234,603 2,406,131
3.124,603 5,208,331
TOTAL LIABILITIES 325,178,224 347,921,839
NET {LIABILITIES) { ASSETS (22,110,114} 8,144 482
FINANCED BY:
Cenificate capital 25 250,000,000 250,000,000
Statutory reserves 26 43,955,189 43,955,189
Accumulated loss ) (316,065,303) {285,810,707)
CONTINGENCIES AND COMMITMENTS 27 - -
TOTAL EQLHTY AND RESERVES {22,110,114) 8,144,482

The annexed notes from 1 to 41 form an integra! part of these financial statements.

W Q :&__4—— ﬂw« R«j

Chief Executlve Officer Diractor Director Chief Financlal Offlcer
National Bank Modaraba National Bank Modaraba National Bank Modaraba National Bank Modaraba
Lahore: September 26, 2018  Management Company Limited Management Company Limilted  Management Gompany Limited Management Company Limited
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2019

2019 2018

Note Rupees Rupees
INCOME FROM OPERATIONS
ljarah rentals earned / income from ijarah finance 8,444,363 61,957,831
Profit on diminishing musharaka financing 1,709,031 1,962,269
Profit on murabaha investments 67,948 169,780
Profit on bank deposits 920,506 944,994
Profit on disposal of ijarah assets 679,410 936,127
Profit on disposal of owned assets 30,00 -
Profit on short term investment 6,369,850 1,923,820

18,221,108 67,894,821
OTHER INCOME

Reversal of provision charged for doubtful receivables - net 31 4,000,003 11,494,018
Other income 28 39,034 79,929

4,039,037 11,573,947

TOTAL INCOME 22,260,145 79,468,768
EXPENSES
Depreciation on ijarah assets 18 (14,795,254} {40,280,305)
Operating expenses 29 (15,137,194) (15,551,096)
Finance cost 30 {22.425,017)| | (15,986,550}
TOTAL EXPENSES (52,357,465)  (71,817.951)
OPERATING {LOSS) / PROFIT BEFORE PROVISIONS AND TAXATION (30,097,320) 7,650,817
Provision charged for doubtful receivables - net 3 (5,6198,044) (3.438,301)
Impairment loss on ijarah assets - net 18 - {12,401,104)
(35,716,364) (8,188,588)
Modaraba Company's management fee 32 - -
LOSS BEFORE TAXATION (35,716,364) (8,188,588)
Taxation a3 - -
NET LOSS FOR THE YEAR (35,716,364} {8,188 588}
LOSS PER CERTIFICATE - BASIC AND DILUTED 34 {1.43) (0,33}

The annexed notes from 1 to 41 form an integral part of these financial statements.

Chief Executive Officer Director Director Chief Financial Officer

Naticnal Bank Modaraba National Bank Modaraba Nationai Bank Modaraba National Bank Madaraba
Lahore: September 26, 2019 Management Company Limited Management Company Limited  Management Company Limitod Managsment Company Limited
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First National Bank Modaraba

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2019

2019 2018

Rupees Rupees
Net Loss for the Year (35,716,364) (8,188,588)
Other Comprehensive income:
items that will not be reclassified to profit and loss - -
ltems that may be reclassified subsequently to profit and loss
- Surplus on revaluation of sukuks 5,461,768 -
Other comprehensive income for the year 5,461,768 -
Total Comprehensive Loss for the Year {30,254,596) (8,188,588)

The annexed notes from 1 to 41 form an integral part of these financial statements,

Chief Executive Officer Director
National Bank Modaraba Nalignal Bank Medaraba

Jouc e

Director
National Bank Madaraba

Chiaf Financial Officer
National Bank Modaraba

Lahore: September 26, 2019  Management Company Limited Management Company Limite¢  Management Company Limited Management Company Limited
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2019

2019 2018

Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES 35 14,365,415 55,563,832
Finance cost paid (20,483,888) {15,515,847)
Income taxes paid {934,047} (108,504)
Profit received on bank deposits 920,506 944,994
Long term loans and deposits - net 427,874 598,384
Net Cash {Used in) / Generated from Operating Activities {5.704,138) 41,582,859
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed assels - own use acquired - (60,500)
Short term investments acquired - net (38,161,896) (30,895,000)
Proceeds from disposal of net investment in ijarah finance - 19,023,150
Proceeds fram disposal of own assets 30,000 -
Proceeds from disposal of ijarah assets 3,511,468 6,879,633
Net Cash Used in Investing Activities (34,620,428) (5,052,817)
CASH FLOWS FROM FINANCING ACTIVITIES
Short term finances - net - 15,428,634
Dividend paid 1o certificate holders - {12,408)
l.eng term finances - repaid - {50,000,002)
Net Cash Used in Financing Activities - (34,583,774}
Net (Decrease} / Increase in Cash and Cash Equivalents (40,324,566} 1,946,268
Cash and cash equivalents at the beginning of the period 51,653,789 49,707,521
Cash and Cash Equivalents at the End of the Year 11,328,223 51,653,789

The annexed notes from 1 to 41 form an integral part of these financial statements.

W o ﬂ,- L«zﬂ.«z

Chief Executive Officer Director Director Chief Financial Officer
National Bank Modaraba National Bank Modaraba National Bank Mcdaraba Nalional Bank Modarapg
Lahore: September 26, 2019  Management Company Limited Management Gompany Limited  Management Company Limited Management Company Limited
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First National Bank Modaraba

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2019

Certificate Statutory Accumulated
Particulars Capital Reserve Loss Total Equity
Rupees

Balance as at June 30, 2017 250,000,000 43,955,189 (277.622,119) 16,333,070
Comprehensive loss for the year
Net loss for the year - - (8.,188,588) (8,188,588)
Gther comprehensive loss for the year - - - -
Total comprehensive loss for the year - - (8,188,588) (8,188,588)
Transferred to statutory reserve - - - -
Balance as at June 30, 2018 250,000,000 43,955,189 (285,810,707) 8,144,482
Comprehensive loss for the year
Net loss for the year - - (35,716,364} (35.716,364)
Other comprehensive income for the year - - 5,461,768 5,461,768
Total comprehensive loss for the year - - (30,254,596} (30,254,596)
Transferred to statutory reserve - - - .
Balance as at June 30, 2019 250,000,000 43,855,189 (316,065,303} {22,110,114)

The annexed notes from 1 to 41 form an integral part of these financial statements.

| de 7 e ﬂ“’_“‘_z_""

Chief Executive Officer Director Disector Chief Flnancial Officer
Nalional Bank Medaraba National Bank Modaraba National Bank Modaraba Naticnal Bank Modaraba
Lahore; September 26, 2019  Management Cempany Limited Management Company Limited  Management Company Limited Management Company Limited
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2019

Note 1

Legal Status and Nature of Business

1.1

1.2

First National Bank Modaraba {"the Meodaraba") is a mulli-purpose, perpetuai and multi-dimensional
Modaraba formed under the Modaraba Companies and Modaraba {Floatation and Control) Qrdinance, 1980 and
Rules framed thereunder. The Modaraba is managed by National Bank Modaraba Management Company
Limited (a wholly owned subsidiary of the National Bank of Pakistan {NBP)), incorporated in Pakistan under the
repealed Companies Crdinance, 1984 {now the Companies Act, 2017) and registered with the Registrar of
Modaraba Companies. The registered office of the Modaraba is situated at Ground Floor, Natienal Bank of
Pakistan, Regional Headquarters Building, 26-Mc Lagon Road, Lahore.

The Modaraba is listed on Pakistan Stock Exchange Limited {PSX). It commenced its operations on December
4, 2003 and is currently engaged in various Islamic modes of financing and operations including ijarah,
musharaka and murabaha arrangements.

Going concern assumption

During the year, the Modaraba made loss before 'Modaraba Company's Management Fee' of Rs. 35.716 million
(2018: Rs. 8.188). As at the reporfing date, its current liabilities exceed its current assets by Rs. 109.0%0 million
(2018: Rs. 122.871 million) and its accumulated losses amount to Rs. 316.065 million (2018; Rs. 285.811
million). Although total security deposits amounting to Rs. 83.392 million are adjustable against fjarah assets,
and apart from short term borrowings obtained from NBP thers are no major payables; the Registrar Modaraba
has issued a show cause netice to the Modaraba as to why should the proceedings 1o wind up the Modaraba not
be initated in lerms of Seclion 23(1)(ii)(b) of the Modaraba Companies and Modaraba (Floatation and Control)
Crdinance, 1980 in purview of consistent operating losses of the Modaraba.

In the view of above, NBP resolved in its meeting of Board of Directors dated June 22, 2018 to review and
reverse its earlier decision of the cessation of the business of the Modaraba and recapitalize the Modaraba by
injecting Rs. 300 million against the issuance of 30 million certificates of Rs, 10 each. This resclution was made
public through corporate announcement on PSX dated July 13, 2018. To this affect, in its extraordinary general
meting of the certificate holders of the Modaraba dated November 30, 2018, a special resolution was passed for
issuance of 30 million Modaraba certificates of Rs. 10 each, valuing Rs. 300 million in aggregate, to National
Bank of Pakistan, as otherwise than right.

The Securities and Exchange Commission of Pakistan (SECP) has accorded its approval on December 3, 2018
for issuance of further certificates, other than right to NBP. Consequently, on January 23, 2018 NBP applied to
the SBP seeking approval of injection of Rs. 300 Million in the equity of the Modaraba. The approval of injection
of equity through the aforementioned arrangement is awaited from SBP. The management is confident that with
the injection of Rs. 300 million it would be able to execute its proposed business plan and become profitable. The
matter is under consideration in NBP in accordance with the advices of the SBP made in its correspondences
with the NBP so as o ensure compliance with the relevant prudential regulations. Meanwhile, NBP is also
processing approval for granting deferral in payments of accrued markup in order 10 ease out the Modaraba's
cash flows.

However, in the absence of fresh equity and execution of the business plans as intended by the management,
the above factors indicate the existence of material uncertainty that casts significant doubts about the
Modaraba's ability to continue as a going concern, and therefore, it may be unable to reafize its assets and
discharge its liabilities in the normal course of business. Therefore, these financial statements have been
prepared on the basis of estimated realizable / settlement values of assets and liabilities respectively.
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First National Bank Modaraba

Note 2
Basis of Preparation

2.1 Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan, The accounting and reporting standards applicable in Pakistan comprise of:

- International Financial Reporting Standards {IFRS), international Accounting Standards (lAS) and Islamic
Financial Accounting Standards as are notified under the provisions of the Companies Act, 2017;

- Provisions of and directives issued under the Companies Act, 2017, Modaraba Companies and Modarabas
{Flotation and Control) Ordinance, 1980, Modaraba Companies and Modaraba Rules, 1981 and Prudential
Regulations for Modarabas issued by the Securities and Exchange Commission of Pakistan.

Wherever, the requirements of the approved accounting standards differ with the requirement of the Companies
Act, 2017, Modaraba Companies and Modarabas (Floatation and Contrl} Ordinance, 1980, Mogaraba
Companies and Modaraba Rules, 1981 or the directives issued by the Securities and Exchange Commission of
Pakistan (SECP), the requirements of latter take precedence.

2.2 Accounting convention

These financial statements have been prepared on the basis other than going concern using estimated realizable
/ settlement values of the assets and liabilities respectively, In realizable / setflement value basis assets are
carried at amount of cash and cash equivalents that could currently be obtained by selling the assets in an
orderly disposal. Liabilities are carried at their settlement values, that is the undiscounted amounts of cash or
cash equilvants expected to be paid to satisfy the liabilities in the normal course of business. Previcusly, these
financial statements were prepaid under the historical convention, except for certain financial instruments which
were carried at fair value,

2.3 Functional and presentation currency

These financial statements are prepared and presented in Pak Rupees which is Modaraba's functional and
presentation currency. All financial information presented in Pak Rupees has been rounded off to the nearest
rupee unless otherwise stated.

Note 3
Use of Estimates and Judgments

The preparation of financial statements in conformity with approved accounling standards requires management to make
judgments, estimates and assumptions that affect the application of policies and reporied amounts of assets, liabilities,
income and expenses. These estimates and associated assumptions are based on historical experience and various
other factors that are believed to be reasonable under circumstances, results of which form the basis of making
judgment about carrying amounts of assets and liabilities that are not readily apparent from other sources. Actual results
may differ from these estimates.

These estimates and underlying assumpticns are reviewed on an ongoing basis. Revisions to ascounting estimates are
recognized in the period in which estimates are revised if the revision affects only that pericd, or in the period of revision
and future periods if the revision affects both current and future periods.

Judgments made by the management that have significant effect on the financial statements and estimates with a
significant risk of material adjustment in the next year are as under:

ljarah assets and fixed assets in own use

The Modaraba reviews the useful lives of fixed assets, both under own use and ijarah arrangements, on regular basis.
Any change in the estimate in fulure years might affect the carrying amounts of the respective items of fixed assets with
a corresponding effect on the depreciation charge and impairment, if any.
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Note 3, Use of Estimates and Judgments - Continued. .,
ljarah rentals, musharaka and murabaha investments

ljarah rentals, diminishing musharaka financing and murabaha investments are stated net of provision against doubtful
receivables. Provision is recognized for jjarah rentals receivable, diminishing musharaka financing and murabaha
investrnents in accordance with the Prudential Regulations for Modarabas issued by the SECP and on subjective
evaiuation by the management. Bad debts are written off when identified.

Estimated realizable / settlement values of assets and liabilites respectively

Based on the management's best estimate, as on the reporting date, carrying values of assets and liabilities reflect
estimaled realizable / seitlement values respectively. The Modaraba has recognized provision for doubtful short term
murhaba investments, provision for jjarah rentals receivables and provision for long term murhaba investment on the
basis of prudential regulations and subjective evaluation of non-performing receivables / assets after considering the
current situation, that the Modaraba may not be able to continue as going concern. These provisions are made in
addition to the time based criteria given in the Regulation of classification and provisioning for non-performing assets in
Prudential Regulations for Modarabas. As per guidelines on the basis of preparation of financial statements that are not
considered going concern issued by the Institute of Chartered Accountants of Pakistan, analysis of upside not
recognized in the profit and loss account of the Modaraba on assets is disclosed in Note 14.3 in these financial
statements. Cumulative effect of upside not recognized in the profit and loss of the Modaraba for the year ended Jung
30, 2019 amounts to Rs. 4.991 million.

Note 4
Adoption of new and revised standards, amendments and interpretations:

4.1 New and amended standards and interpretations to published approved accounting standards that are
effective in the current year:

The following amendments 1o existing standards and interpretations have been published and are mandatory for
accounting periods beginning on or after July 1, 2018 and are considered to be relevant to the Modaraba's
financial statements:

IFRS 9 ‘Financial Instruments’ (effective for annual pericds beginning on or after July 01, 2018). IASB has
published the complate version of IFRS 9 which replaces the guidance in IAS 35. This final version includes
requirements on the classification and measurement of financial assets and liabilities; it also includes an
expected credit losses model that replaces the incurred loss impairment model used previously.

4.2 New and amended standards and interpretations to published approved accounting standards that are
not yet effective in the current year

The following standards and amendments to published accounting standards were not effective during the year
and have not been early adopted by the Modaraba. The Modaraba intends to adopt these standards, if
applicable, when they become effective.

Effective Date
(Period beginning

on or after)
Annual improvements to IFRSs (2015-2017 Cycle) January 01, 2019
1AS 19 Employee Benefits [Amendments] “January 01, 2019
Conceptual Framework in IFRS Standards [Amendments] January 01, 2020
IAS 1 and IAS 8 [Amendments) January 01, 2020
'IFRIC 23 Uncertainty over Income Tax Treatments January 01, 2019
|AS 28 Investments in Associates and Joint Ventures January 01, 2019
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Note 5

Annual improvements to IFRSs {2015-2017 Cycle) relate to IFRS 3 and IFRS 11, as well as IAS 12 and |AS 23.

Amendments to IAS 19 specify the basis for determining the current service cost and the net interest expense /
income for the period between a defined benefit retirement plan amendment, curtailment or settlement and the
end of the reporting period.

The IASB has published a revised Conceptual Framework for Financial Reporting that will be used 10 develop
new Standards and Interpretations in future. In particular, the definitions of assets and liabilifies as well as the
guidance on measurement and derecognition, presentation and disclosures are amended. This has not resulted
in any technical amendments to current Standards to date. The amendments merely update the references to
the Conceptual Framework in existing Standards, The Conceptual Framework itself is not subject of the
endorsement procedure.

Amendments to AS 1 and IAS 8 clarify the definition of "material”, Besides additional explanations, the definition

of "material" in the Conceptual Framework as well as all Stapdards was aligned with the central definition as
stated in IAS 1.

IFRIC 23 clarifies the requirements for measuring and recognizing uncertain income tax items. The interpretation
must be applied to the determination of taxable profit / loss, {ax bases, unused tax losses. unused tax credits and
tax rates when there is uncertainty over income tax treatments under IAS 12,

Amendment to IAS 28 clarifies that IFRS 9 must be applied to long-term interests thal, in substance, form part of
the net investment in an assaciate or joint venture to which the equity methad is applied.

New and amended standards and interpretations to published approved accounting standards that are
not relevant

There are certain new standards, amendments to the approved accounting standards and new interpretations
that are mandatory for accounting periods beginning on or after July 1, 2018, but are considered not to be
relevant or have any significant effect on the Modaraba's reporting and are therefore, not disclosed in these
financial statements.

Summary of Significant Accounting Policies

The significant accounting policies adopted in the preparation of these financial statements are set out below. These
policies have been consistently applied to all periods presented, except IFRS 9.

5.1

§.2

53

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement,
cash and cash equivalents consist of cash in hand and balances with banks.

Receivables

Receivables are due on normal trade terms. These are carried at original invoice amount less provision for
doubtful debts, if any. Balances considered bad and irrecoverable are written off when identified.

Murabaha investment

Murabaha investments are stated net of provision. Provision is recognized for Murabaha investments in
accordance with the time based criteria of the Prudential Regulations for Modarabas issued by the SECP and
subjective evaluation of management. Qutstanding balances are written off when there is no realistic prospect of
recovery.
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Note 5, Summary of Significant Accounting Policies - Continued ...

5.4

541

a)

b}

c)

Murabaha receivable are recorded by the Modaraba at the invoiced amount and disclosed as such in the
balance sheel. Purchases and sales under murabaha and the resultant profit are accounted for on the
culmination of murabaha transaction.

The profit on that portion of sales revenue not due for payment are deferred by accounting for a debit to
"unearned murabaha income" account with the correspoending credit to "deferred murabaha income” account and
shown in the balance sheet as a liability.

Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

Financial assets

All financial assets are recognized at the time when the Modaraba becomes a party to the contractual provisions
of the instrument. Regular purchases and sales of financial assels are recegnized and derecognized, as
applicable, using trade-date accounting or settiement date accounting.

Classification

The Modaraba classifies its financial assets in the following categories: at amortized cost, at fair value through
other comprehensive income and at fair value through profit and loss. The classification is based on its business
model for managing the financial assets and the contractual cash flow characteristics of the financial asset. The
management determines the classification of its financial assets at the time of initial recognition.

Financial assets at amortized cost

A financial asset is measured at amortized cost if the financial asset is held within a business model whose
objective is to hold financial assets in order to collect contractual cash flows and the contractual terms of the
financial asset give rise on specified dates to cash flows that are solely payments of principal and profit on the
principal amount outstanding.

Financial assets at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive income if the financial asset is held
within a business model whose cbjective is achieved by both collecting contractual cash flows and selling
financial assets and the contractual terms of the financial asset give rise an specified dates to cash flows that are
solely payments of principal and profit on the principal amaount outstanding.

Financial assets at fair value through profit and loss

A financial asset is measured at fair value through profit and loss unless it is measured at amortized cost or at
fair value through other comprehensive income.

Reclassification
When the Modaraba changes its business model for managing financial assets, it reclassifies all affected

financial assets accordingly. The Modaraba applies the reclassification prospectively from the reclassification
date.
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in case of reclassification out of the amartized cost measurement category to fair value through profit and loss
measurement category, fair value of the financial asset is measured at the reclagsification date. Any gain or logs
arising from a difference between the previous amortized cost and fair value is recognized in profit and lass.

In case of reclassification out of fair value through profit and loss measurement categary to the amortized cost
measurement category, fair value of the financial asset at the reclassification date becomes ils new gross
carrying amount.

In case of reclassification out of the amortized cost measurement category to fair value through other
comprehensive income measurement category, fair value of the financial asset is measured at the
reclassification date. Any gain or loss arising from a difference belween the previous amortized cost and fair
value is recognized in other comprehensive income. The effective mark up rate and the measurement of
expected credit losses are not adjusted as a result of the reclassification.

In case of reclassification cut of fair value through profit and loss measurement category to the fair value through
cther comprehensive income measurement category, the financial asset continues to be measured at fair value.

In case of reclassification out of fair value through other comprehensive income measurement category to the
fair value through profit and loss measurement category, the financial asset continues to be measured at fair
value. The cumulative gain or loss previously recognized in other comprehensive income is reclassified from
equity to profit and loss as a reclassification adjustment at the reclassification date.

Initial recognition and measurement

All financial assets are recognized at the time when the Modaraba becomes a party to the contractual provisions
of the instrument. Regular purchases and sales of investments are recognized on trade-date — the date on which
the Modaraba commits to purchase or sell the asset.

Subsequent measurement

Financial assets carried at amortized cost are subsequently measured using the Effective Interest Rate (EIR}
method.

When the contractual cash flows of a financial asset are renegotiated or otherwise modified and the
renegotiation or modification does not result in the derecognition of that financial assel, the Modaraba
recalculates the gross carrying amount of the financial asset and recognizes a modification gain or loss in profit
and loss.

Financial assels ‘at fair value through other comprehensive income’ are marked to market using the closing
market rates and are carried in the balance sheet at fair value. Net gains and losses arising on changes in fair
values of these financial assets are recognized in other comprehensive income. Mark-up calculated using the
effective interest rate methad is credited to the statement of profit and loss. Dividends on equity instruments are
credited to the statement of profit and loss when the Modaraba’s right to receive payments is established,

Financial assets ‘at fair value through profit and loss’ are marked to market using the closing market rates and
are carried in the balance sheet at fair value. Net gains and losses arising on changes in fair values of these
financial assets are taken 1o the profit and loss account in the period in which these arise.

Fair values of quoted investments are based on current prices. If the market for a financial asset is not active
{and for unlisted securities), the Modaraba measures the investments at cost less impairment in value, if any,
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Derecognition

Financial assets are derecognized when:

- the contraclual rights to receive cash flows from the assets have expired; or

- the Modaraba has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a ‘pass-through' arrangement;
and either;

a) the Modaraba has transferred substantially all the risks and rewards of the asset: or

b) the Modaraba has neither Iransferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

The difference between the carrying amount and the consideration received is recognized in profit and loss.

If the Modaraba transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains
the right ta service the financial asset for a fee, it recognizes either a servicing asset or a servicing liability for
that servicing contract.

When the Modaraba has transferred its rights to receive cash flows from an asset or has entered into a pass
through arrangement, it evaluates if, and to what exient, it has retained the risks and rewards of ownership.
When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the Modaraba continues to recognize the transferred asset to the extent of its
continuing involvement. In that case, the Modaraba aiso recognizes an associated liability which cannot be offset
with the related asset. The transferred asset and the associated liability are measured on a basis that reflects the
rights and obligations that the Modaraba has retained.

Continuing involvement that takes the form of a guarantee aver the transferred asset Is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration that the Modaraba could be
required to repay.

if the Modaraba's continuing involvement is in only a part of a financial asset, the Modaraba allocates the
previous carrying amount of the financial asset between the part it continues to recognize under continuing
involvement, and the part it no longer recognizes on the basis of the relative fair values of those parts on the
date of the transfer. The difference between the camrying amount allocated to the part that is no longer
recognized and the consideration received for the part no longer recognized is recognized in profit and loss.

Impairment of financial assets

Impairment of financial assets is calculated as per prudential regulations for Modarabas as notified by SECP. As
per the opinion obtained from SECP regarding provision criteria for the Modaraba, provision of section 225 and
505 of Companies Act, 2017, which described that provision criteria will remain same as framed under Modaraba
Ordinance, 1980 and rules and regulations framed therein.
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5.4.2 Financial liabilities
Initial recognition and measurement

All financial liabilities are recognizet at the time when the Modaraba becomes a party to the contractual
provisions of the instrument.

Financial liabilities are classified, at initial recognition, as financial liabilities at amortized cost except for finangial
liabilities at fair value through profit and loss, financial liabilities that arise when a transfer of a financial asset
does not gualify for derecognition or when the continuing involvement approach applies.

The Modaraba does not reclassify any of its financial liabilities.

Financial liabilities are initially recognized at fair value minus transaction costs for all financial liabilities not
carried at fair value through profit and loss. Financial liabilities carried at fair value through profit and loss are
initially recognized at fair value and transaction costs are recognized in the profit and loss account.

The Modaraba’s financial liabilities include \rade and other payables and loans and borrowings etc.
Subseguent measurement
The measurement of financial liabilities depends on their classification, as described below;

Financial liabilities at fair value through profit and loss
Such liabilities, inciuding derivatives that are liabilities, are subsequently measured at fair value,

Financial liabilities at fair value through profit and loss include financial liabilities held for trading and financial
liabilities designated upan initial recognition as at fair value through profit and loss., The Modaraba has not
designated any financial liability as at fair value through profit and loss.

All other liabilities

All other financial liabilities are measured at amortized cost using the Effective Interest Rate (EIR) method. Gains
and losses are recognized in profit and loss when the liabilities are derecognized as well as through the EIR
amortization process. Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the EIR. The EIR amortization is included as finance costs in the
profit and loss account.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expired.
Where an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or medification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in respective carrying
amounts is recognized in the profit and loss account, The difference between the carrying amount of a financial
liability extinguished or transferred to another party and the consideralion paid, including any non-cash assets
transferred or liabilities assumed, is recognized in profit and loss,

If the Modaraba repurchases a part of a financial liability, the Modaraba allocates the previous carrying amount
of the financial liability between the part that continues to be recognized and the part that is derecognized based
on the relative fair values of those parts on the date of the repurchase. The difference between the carrying
amount allocated to the part derecognized and the consideration paid, including any non-cash assets transferred
or liabilities assumed, for the part derecognized is recognized in profit and loss.
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5.5

5.6

5.7
5.7.1

572

Offsetting of financial assets and liabilities

Financial assets and liabilities are offset and net amount is reported in the financial statements anly when there
is a legally enforceable right to set off the recognized amount and the Modaraba intends either 1o settle on a net
basis or to realize the assets and settle the liabilities simultaneously.

Diminishing musharaka financing

Diminishing musharaka financing is stated net of provision. Provision is recognized in accordance with Prudential
Regulations for Modarabas issued by the SECP or on the estimate of management, whichever is higher. Bad
debts are written off when identified.

Lease (ljarah) accounting

The Modaraba provides assets to its clients under ijarah agreements as approved by the Religious Board. ljarah
arrangements up 10 June 30, 2008 have been recorded in the books of accounts as finance lease in line with 1AS-

17 (Leases) and arrangements beginning on or after July 1, 2008 have been recorded in the books of accounts
under IFAS-2 (ljarah).

Under the jjarah arrangements up to June 30, 2008, amount due from lessees under finance leases are
recorded as receivables al the amount of the net invesiment in the leases. Finance lease income is allocated to
accounting periods so as to reflect a constant periodic rate of return on the net investment outstanding in respect
of the leases.

As per the requirements of IFAS-2, the Modaraba has presented assets subject to ijarah in its balance sheet
accerding to the nature of the asset, distinguished from the assets in own use. Income from ijarah is recognized
on accrual basis, unless another systematic basis is more representative of the time pattern in which benefit of
use derived from the leased asset is diminished. Costs, including depreciation, incurred in earning the ijarah
inceme are recognized as an expense.

Net investment in ijarah is stated at present value of minimum ijarah payments. Impairment losses on non-
performing ijarah are recognized at higher of provision required in accordance with the Prudential Regulations for
Modarabas or at a level which in the judgment of the management is adequate to provide for potentiaf ifarah
losses. These losses can be reasonably anticipated as the difference between the carrying amount of
receivables and present value of expected cash flows discounted at the rates implicit in the ijarah agreement.

Fixed assets

Fixed assets under {jarah arrangements

Assets given to customers under ijarah arrangements on or after 01 July 2008 are accounted for as operating
lease and are stated at cost less accumulated depreciation and impairment loss, if any. Assets under ijarah
arrangements are depreciated using the straight line basis over the shorter of ijarah term or asset’s useful life, In
respect of additions and transfers during the year, depreciation is charged proportionately to the period of ijarah.

Assels in own use - Tangible

Tangible fixed assets are siated at cost less accumulated depreciation and impairment loss, if any. Cost in
relation to the assets comprises acquisition and other directly attributable costs. Subsequent costs are included
in assets' carrying amounts when it is probable that future economic benefits associated with the item will flow to
the Modaraba and the cost of the item can be measured reliably. Carrying amount of parts so replaced, if any, is
derecognized. All other repairs and maintenance are charged to profit and loss as and when incurred. Gain / loss
on disposals are carried to the profit and loss account in the year of disposal.
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57.3

5.8

5.9

5.10

Depreciation is charged to profit and loss using the straight line method at the rates as specified in note 18 to
these financial statements so as to write off the cost of assets over their estimated usefut lives without taking into
account any residual value. Depreciation on additions to the tangible fixed assets is charged from the month in
which an asset is available for use while no depreciation is charged for the month in which the asset is disposed
off.

Carrying amounts of the Modaraba's assets are reviewed at each balance sheet date lo determine whether there
is any indication of impairment. If such an indication exists, the recoverable amount of such asset is estimated
and impairment loss is recognized in the profit and loss account. Where an Impairment loss subsequently
reverses, the carrying amount of the asset is increased to the revised recoverable amount but limited to the
extent of the initial cost of the asset. A reversal of the impairment loss is recognized as income in the profit and
loss account.

Assets in own use - intangible

Expenditure incurred on intangible asset is capilalized and stated at cost less accumulated amortization and any
identified impairment loss. Intangible asset is amortized on straight line basis over a period of three years.

Provisions

Provisions are recognized when the Modaraba has a present, legal or constructive cbligation as a result of past
events and it is probable that an outflow of resources embodying economic benefits would be required to settle
the obligation and a reliable estimate of the amount can be made. Provisions are reviewed at each reporting date
and adjusted to reflect the current best estimates.

The amount recognized as a provision is the best estimate of the cansideration required to setfle the present
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation. Future
operating losses are not provided for.

Borrowing costs

Borrowing costs on long term finances are capitalized up to the date of commissioning of respective qualifying
assets acquired out of the proceeds of such long term finances. All other borrowing costs are recognized in profit
and loss account.

Revenue recognition

For lease (jjarah) agreements executed on or before June 30, 2008, the unearned finance income is deferred
and amortized fo income over the term of ijarah, applying the annuity method to produce a constant rate of
return on net investment in ijarah. Unrealized ijarah income on potential lease losses is excluded from the
income from ijarah operations in accordance with the requirements of the Prudential Regulations for Modaraba
issued by the SECP.

For lease (ijarah) agreements executed on or after July 1, 2008 lease rentals are recognized as income on
accrual basis, as and when the rental becomes due over the ijarah period.

The deferred murabaha income i.e. the excess of aggregate murabaha instaiments over the cost of the asset
under murabaha investment is deferred and then amortized over the term of the murabaha, so as to produce a
constant rate of return on murabaha investment. Documentation charges, front-end fee and other murabaha
income are recognized as incomse on receipt basis.

Return on deposits with banks is recognized on ime proportionate basis.

Profit on diminishing musharaka financing is recognized under the effeclive mark up rate method based on the
amount autstanding.

Income from fee and commission is recognized as and when it becomes due.
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5N

5.11.1

5.11.1

512

513

5.14

515

Taxation

Currant

Provision for current taxation is based on taxable income at the current rates of taxation after taking into account
tax credits available, rebates and exemptions, if any. Under clavse 100 of Part — | of Second Schedule to the
Income Tax Ordinance 2001, the income of non-irading modarabas is exempt from fax provided that not less
than 90% of their profits are distributed to the certificale holders.

Deferred

Deferred tax is provided, using the balance sheet method, on all temporary differences at the reporting date
betwgen the tax bases of assets and liabilities and their carrying amounts. Deferred tax liabilities are recognized
for all taxable temporary differences. Deferred tax assets are recognized for all deductible temporary differences
to the extent thal it is probable that the temporary differences will reverse in the future and taxable income will be
available against which the tempoarary differences can be utilized.

Profit distribution

Profit distribution to certificate holders is recognized as a liability in the peried in which such distribution is
announced.

Segment reporting

Operaling segments are reported in a manner consistent with the internal reporting provided to the Chief
Operating Decision Maker (the Chief Executive Officer of the Modaraba). Segment results, assets and liabilities
include items directly attributable 1o a segment. Segment capital expenditure is the total cest incurred during the
year to acquire fixed assets and intangible assets.

Contingent liabilities

Contingent liability is disclosed when there is a possible obligation that arises fram past events and whose
existence is confirmed only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the Modaraba.

A contingent liability is also disclosed when there is a present obligation that arises from past events but it is not
probable that an outflow of resources embodying economic benefits would be required to settle the obligation or
the amount of the obligation cannot be measured with sufficient reliability.

Related party transactions

Transactions in relation to business activities with related parties are made at arm's length prices determined in
accordance with the Modaraba's policy.
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Note 6
Cash and Bank Balances
2019 2018
Note Rupees Rupees
Cash in hand - 19,541
Current accounts
Associated undertaking - National Bank of Pakistan 223,869 152,035
Others 370,055 725,066
Saving accounts 6.1 593,924 877.101
Associated undertaking - National Bank of Pakistan 117,319 232,725
Others 10,617,980 50,524,422

10,735,299 50,757,147
11,328,223 51,663,789
6.1 These carry mark up at the rate of 3.50% to 9.50% (2018: 2.61% to 3.75%) per annum.

Note 7
Short Term Murabaha Investments - Secured

2019 2018

Note Rupees Rupees

Considered good - -
Considered doubtful 243,601,181 243,770,960
243,601,181 243,770,960
Add: Deferred murabaha income 2,654,776 2,654,776
246,255,957 246,425,736
Less: Provision for non-perfarming murabaha investmenis 7.2 (227,462,959}  (227.462,959)
Less: Suspended income (2,654,776) (2,654,776}
16,138,222 16,308,001
74 These represent investments under murabaha arrangements on deferred payment basis at specified profit

margins. These invesiments carry profit ranging from 10.36% to 15.54% {2018: 10.36% to 15.54%) per annum
and are secured against charge over fixed and current assets, personal guarantees of directers of customer
companies, registered and equitable mortgage of properties, demand promissory notes and post dated cheques
varying from case 10 case.

7.2 Provision for non-performing murabaha investments
Opening balance 227,462 959 227,462,959
Charged during the year - -
Reversed during the year - -
Closing balance 227,462,959 227,462,958
Note 8
Accrued Profit
2019 2018
Note Rupees Rupees
Profit on diminishing musharaka receivable 8.1 558,385 561,471
Profit receivable on sukuks 1,633,656 536,526
2,192 041 1,097,997
8.1 Profit beld in suspense
Profit receivable on musharaka finances 1,401,480 1,404,566
Suspended income 811 (843,095} {843,095}
558,385 561.471
B.1.1  Suspended income account against diminishing musharaka profit receivable is as follows:
Opening balance 843,095 705,646
Suspended during the year - 137,449
843,095 843,095
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Short Term Investments
2019 2018 2019 2018
Number Number Rupees Rupees
Investments in sukuk of Rs 100,000 each - fair value through OCI
550 200 Neelurmn Jehlum Sukuk 54,718,664 20,895,000
200 100 Byco Petraleum Pakistan Limited 19,800,000 10,000,000
750 300 74,518,664 30,895,000
Note 10
ljarah Rentals Receivable
2019 2018
Note Rupees Rupees
Considered gocd - secured 1,883,253 13,639,189
Considered doubtful 119,364,371 108,642,488
Less: Pravision for doubtful ijarah rentals receivable 10.1 {29,007,645) (25,303,438)
Less: Profit held in suspense account 10.2 (22,718,538) (22,718,538}

67,638,188 60,620,512
69,521,441 74, 259,701

10.1 Provision for doubtful ijarah rentals receivable

639,678 710,489

Opening balance 25,303,438 20,363,489
Charged during the year 3,704,207 3,001,740
Adjustment / reclassifed from suspended profit - 1,938,209
Net charged during the year 3,704,207 4,939,949
Closing balance 29,007,645 25,303,438
10.2 Profit held in suspense accounts
Opening balance 22,718,538 21,311,458
Income suspended during the year - 4,122,976
Adjustment / reclassified to provision - (1,938,209)
Suspended income received - (777,687)
Net charged during the year - 1,407,080
Closing balance 22,718,538 22,718,538
Note 11
Advances, Prepayments and Other Receivables
2019 2018
Note Rupees Rupees
Advances to employees for expenses - 12,530 |
Income tax deducted at source 3,341,677 2407630 |
Prepayments 440,136 193,748
Other receivables 1A 639,678 710,489
4,421,491 3,324,398
11.1 Other receivables
Considered good 639,678 710,489
Considered doubtiul 30,083,188 29,680,817
30,722,866 30,391,306 ‘
Provision against doubtful other receivables 1.2 (30,083,188} (29,680,817} ‘
|
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Note 11, Advances, prepayments and other receivables - Conlinued. ..

2019 2018
1.2 Provision against doubtful other receivables Rupees Rupees
Opening balange 29,680,817 29,244,256
Charged during the year - net 402,371 436,561
Closing balance 30,083,188 29,680,817
Note 12
Current Portion of Non Current Assets
2019 2018
Note Rupees Rupees
Net investment in ijarah finance 13 15,718,248 15,579,850
Diminishing musharaka financing 14 13,730,858 20,417,303
Long term murabaha investments 15 5,193,924 5,878,259
Long term loans and deposits 16 279,343 427,854
34,922 373 42,303,266
Note 13
Net Investment in ljarah Finance
2019 2018
. Not later Later than Not later | Later than cne
Net Investment in th one and less Total than and less than Total
ljarah Finance an one than five an one
year year five years
years
RUp
Minimum ijarah
rentals receivable 50,840,981 - 50,840,981 45,655,427 5,185,554 50,840,981
Residual value of
ijarah assets 2,268,214 - 2,268,214 2,221,514 48,700 2,268,214
Gross investment in
ijarah finance 53,109,195 - 53,109,195 47,876,941 5,232,254 53,109,195
Less: Unearned
finance income (24,164,747) - (24,164,747} (20,583,357) (3,581,390) (24,164,747)
Net investment in
lease ijarah finance 28.944 448 - 28,944 448 27,293,584 1,650,864 28,944 448
Less: Provision for
doubtful net
investment in ijarah
finance (Note 13.2)  (13,226,200) - (13,226,200)  {11,713,734) - (11,713,734)
15,718,248 - 15,718,248 15,579,850 1,650,864 17,230,714
l.ess: Current portion (Note 12) (15,718,248) ) (15,579,850}
- . 1,650,864

131 The Modaraba entered into various ijarah agreements for periods spanning 8 to 14 years (2018: 8 to 14 years).
Security deposits ranging from 0.1% to 10% (2018: 0.1% to 10%) are obtained at the time of disbursement. The

rate of profit implicit in ijarah ranges from 9.87% to 16.55% (2018: 9.76% to 11.97%} per annum.

35




2
——

Annual Report 2019

Note 13, Net investment in jjarah finance - Continued. ..

13.2  Provision for doubtful net investment in ijarah finance
2019 2018
Rupees Rupees
Opening balance 11,713,734 22,906,852
Charged during the year ' 1,512,466 -
Reversed during the year - (11,193,118)
Net charged during the year 1,512,466 {11,183,118)
Closing balance 13,226,200 11,713,734
Note 14
Diminishing Musharaka Financing - Secured
2019 2018
Note Rupees Rupees
Considered good 9,393,224 18,056,782
Considered doubtful 4,337,634 4,337,634
Provision against doubtful diminishing musharaka 14.2 - -
4,337,634 4,337,634
13,730,858 22,394,416
Less: Current portion 12 {13,730,858) (20,417,303}
- 1877113
141

This represents diminishing musharaka financing arrangements entered for a term of three to four years. The
Modaraba has provided financing to the extenl of 23.689% to 90% of the value of musharaka assets. This
financing is secured by first charge on all present and future fixed assets of the client, personal guarantee of
directors, registered and equitable mortgage on properties, post dated cheques and jeint ownership of musharaka
assets on case to case basis. These carry profit at rates ranging between 11.02% to 17.61% (2018: 9.35% to
14.02%) per annum and are repayable on manthly basis.

14.2 The provision against doubtful diminishing musharaka financing has not been incorporated as the forced sale
value of collaterally held assets is greater than the amount receivable from the respective parties.
143  The collaterlly heid asset is valued at Rs. 5.329 million by the mangement as of the reporting date, that has
shown an upside of Rupees 0.931 million which is not recognized in the profit and loss account of the Modaraba.
Note 15
Long Term Murabaha Investments - Secured
2019 2018
Note Rupees Rupees
Considered good 8,800,341 10,559,988
Considered doubtful 65,301,579 69,301,582
74,101,920 79,861,570
Add: Deferred murabaha income 24 31,675,826 31,913,554
15.1 105,777,746 111,775,124
Less: Provision for doubtful murabaha investments 15.2 {65.301,579) (69,301,582)
Less: Suspension for doubtful murabaha investments {29,388,304) (29,388,304)
11,087,863 13,085,238
Less: Current portion 124153 {5,193,924) {5,878,259)
5,893,939 7,206 979
15.1 These represent investments under murabaha arrangements on deferred payment basis at a profit margin

ranging from 9.38% to 15.50% {2018: 9.38% to 15.50%) per annum. These investments are secured against
charge over fixed and current assets, registered and equitable mortgage of properties, personal guarantees of the
directors of customer companies, demand promissory notes and post-dated cheques varying from case to case.
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Note 15, 'Long Term Murabaha Investments - Secured- Continued. ..

2019 2018
152  Provision for doubtful murabaha investments Rupees Rupees
Opening balance 69,301,582 69,602,482
Charged during the year - -
Reversed during the year (4,000,003) {300,900)
Net charged during the year {4,000,003) (300,900}
Closing balance 65,301,579 69,301,582
15.3  Current portion of long term murabaha investments
Murabaha investments 5,141,005 5,759,140
Deferred murabaha income 25 52,919 119,119
5,193,924 5,878,259
Note 16
Long Term Loans
2019 2018
Note Rupees Rupees
Long term loans to employees 16.1 430,623 858,497
Security deposits 39,500 39,500
470,123 897,997
Less: Current portion 12 (279,343) (427,854)
190,780 470,143

16.1  These lcans are given to employees of the Modaraba for purchase of vehicles and carry profit at 5% (2018: 5%}
per annum. Maximum aggregate balance due from employees at the end of any month during the year was Rs.
431,143 (2018: Rs. 759,043). As a security, vehicles are registered in the name of the Modaraba.

Note 17
Intangible Asset

2019 2018
Rupees Rupees
Cost 1,131,300 1,131,300
Accumulated amortization {1,131,300) {1,131,300)

Net book value

171 This represents ERP software. As at the reporting date, the intangible asset is fully amortized but still in use of the
Modaraba.
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Note 18
Fixed Assets under ljarah Arrangements
. Plant and .
Description Machinery Vehicles Total
Rupees
Year Ended June 30, 2019
Cost
Balance as at July 01, 2018 345,098,196 261,190,434 606,288,630
Additions - - -
Disposais (3,791,800) (103,328,250) (107,120,050}
Balance as at June 30, 2019 341,306,396 157,862,184 499,168,580
Accumulated depreciation
Balance as at July 01, 2018 293,670,374 168,475,439 462,145,813
Charge for the year 16,191,604 (1,396,350} 14,795,254
Disposals {3,412,628) {77,531,407) (80,944,035)
Balance as at June 30, 2019 306,449,350 89,547,682 395,997,032
Accumulated Impairment Loss
Balance as at July 01, 2018 17,106,617 2,164,742 19,271,359
Impairment charged - - -
Balance as at June 30, 2019 17,106,617 2,164,742 19,271,359
Total as at June 30, 2019 17,750,429 66,148,760 83,900,189
Year Ended June 30, 2018
Cost
Balance as at July 01, 2017 409,943,673 454,424 819 . 864,368,492
Additions - - -
Disposals (64,845,477) (193,234,385) (258,0792,862)
Balance as at June 30, 2018 345,088,196 261,190,434 606,288,630
Accumulated depreciation
Balance as at July 01, 2017 326,352,152 283,702,432 610,054,584
Charge for the year 23,642,346 16,637,959 40,280,305
Disposals (56,324,124) (131,864,952) (188,189,076)
Balance as at June 30, 2018 293,670,374 168,475,439 462,145,813
Accumulated Impairment Loss
Balance as at July 01, 2017 4,705,513 2,164,742 6,870,255
Impairment charged 12,404,104 - 12,401,104
Balance as at June 30, 2018 17,106,617 2,164,742 19,271,359
Total as at June 30, 2018 34,321,205 90,550,253 124,871,458
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18.1 General description of significant ijarah arrangements {IFAS-2}

The Modaraba has entered into various ljarah agreements for periods ranging from 3 to 14 years (2018: 3 to 14
years). Security deposits ranging from 0% to 71% (2018: 0% to 71%) are obtained at the time of disbursement.
The rate of profit implicit in ijarah ranges from 9.87% to 16.55% (2018: 8.76% to 11.97%) per annum.

18.2 Aggregate amount of future ijarah rentals receivable on the basis of jjarah arrangements executed upto the
reporting date are as fcilows:

2019 2018
Future ljarah Rental Receivables Rupees Rupees
Not later than one year 18,327,543 14,325,771
Later than one year but not later than five years 5,351,332 122,541,459

23,678,875 136,867,230

Later than five years

Note 19
Fixed Assets under Own Use

Computers Electrical
Description Vehicle and Eaul t Total
. quipmen
accessories
Rupees
Period Ended June 30, 2019
Cost
Balance as at July 01, 2018 1,390,182 1,825,558 434,664 3,650,404
Additions - - - -
Disposals - (5,000} (125,000) {130,000)
Balance as at June 30, 2019 1,390,182 1.820,558 309,664 3,520,404
Accumulated depreciation
Balance as at July 01, 2018 1,358,982 1,809,148 434,664 3,602,792
Charge for the year 3,900 3,965 - 7,865
Disposals - (5,000} {125,000} (130,000}
Balance as at June 30, 2019 1,362,882 1,808,111 309,664 3,480,657
Total as at June 30, 2019 27,300 12,447 - 39,747
Year Ended June 30, 2018
Cost
Balance as at July 01, 2017 1,351,182 1,804,058 434,664 3,589,904
Additions 39,000 21,500 - 60,500
Disposals - - - -
Balance as at June 30, 2018 1,390,182 1,825,558 434,664 3,660,404
Accumulated depreciation
Balance as at July 01, 2017 1,351,182 1,796,326 434,664 3,582,172
Charge for the year 7.800 12,820 - 20,620
Disposals - - - -
Balance as at June 30, 2018 1,358,982 1,809,146 434,664 3,602,792
Total as at June 30, 2018 31,200 16,412 - 47,612
Annual rate of depreciation 20 % 33.33 % 20-33.33 %

191 These contain fully depreciated assets of Rs. 3,459,904 {2018: Rs. 3,580,904) that are still in use by the

Modaraba.
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Note 20
Short Term Finance - Secured
2019 2018
Note Rupees Rupees
From banking companies
Running finance 201 217,063,388 217,063,388

20.1 The Modaraba has obtained running finance facility of Rs. 250 million {2018: Rs. 250 million) from the National
Bank of Pakistan carrying mark-up / prefit at 1 menth KIBOR plus 0.50% (2018: 1 month KIBOR plus 1%} per
annum payable monthly. The effective mark-up / profit rate charged during the year ranged from 8.03% to 13.79%
{2018: 6.76% to 6.36%) per annum. This facility is secured by way of first joint pari passu hypothecation charge
on all present and future receivables, leased assels and related lease receivables and present and future assets
of the Modaraba to the extent of Rs 277.778 million (2018: Rs 277.778 million).

Note 21
Creditors, Accrued and Other Liabilities
2019 2018
Rupees Rupees
Advances from customers 16,515,548 17,679,335
Accrued expenses 624,280 494700
Withholding tax payable - 5,000
Unclaimed profit distribution 425218 425,218
Charity payahle 363,893 427,747
17,928,939 19,032,000
Note 22
Current Portion of Non-Current Liabilities
2019 2018
Note Rupees Rupees
Security deposits against ijarah assets 23 82,502,496 103,934,253
Deferred murabaha income 24 52,919 119,119
82,555,415 104,053 372
Note 23
Security Deposits against ljarah Assets
2019 2018
Note Rupees Rupees
Security deposits against ijarah assets 83,392,496 106,736,453
Less: Current portion 22 (82,502,496)  (103,934,253)
890,000 2,802,200
Note 24
Deferred Murabaha Income
2019 2018
Note Rupees Rupees
Long term deferred murabaha income 15 31,675,826 31,813,554
Suspended income {29,388,304) (29,388,304)
Net of suspension 2,287 522 2,525,250
Less: Current portion 22 (52,919) {119,119)
2,234,603 2,408,131
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Note 25
Certificate Capital
2019 2018 2019 2018
Number of certificates Rupees Rupees
Authorized:

60.000,000  __60.000,000 Modaraba certificates of Rupees 10 each 600,000,000 600,000,000
Issued, subscribed and paid-up certificate capital

25,000,000 __25000.000 Modaraba certificates of Rupees 10 each 250,000,000 250,000,000

251 7,500,000 (2018: 7,500,000) certificates of the Modaraba are held by National Bank Modaraba Management
Company Limited, the modaraba management company.

25.2  No certificates of the Modarapa have been issued / cancelled during the year,

Note 26
Statutory Reserves

Statulory reserves represent profits set aside in compliance with the requirements of prudential regulations for Modarabas
issued by the SECP. These regulations require the Modarabas to transfer at least 20% after tax profit, if any, upto a
maximum of 50%, in statutory reserves unti! the reserves equal 100% of the paid up capital. Thereafter, a sum not less
than 5% of the after tax profit is to be transferred into the statutory reserves each year. During the year no amount (2018;
Rs. Nil} is transferred in the statutory reserves.

Note 27
Contingencies and Commitments

271 Assistant Commissioner Inland Revenue (Appeals) raised demand of tax payables of Rs. 333.26 million for tax
year 2011. Appeal was filed before the Commissioner Appeals Inland Revenue and the demand was deleted. The
Department filed an appeal against the order of the Commissioner Appeals before the Appellate Tribunal. The
notice of hearing is awaited from the Tribunal.

27.2 Assistant Commissioner Inland Revenue (Appeals) raised demand of tax payables of Rs. 127.362 million for tax
year 2014, Appeal was filed before the Commissioner Appeals Inland Revenue and the demand was deleted and
case is referred back to Assistant Commissioner.

Note 28
Other Income

2019 2018

Rupees Rupees
Service charges 32,034 71,429
Dacumentation charges 7.000 8,500

33,034 79,929
Note 29
Operating Expenses 2019 2018
Nate Rupees Rupees

Salaries, allowances and other benefits 291 10,863,803 11,291,000
Legal and professional 1,700,019 1,035,736
Fees and subscription 486,500 987,867
Stationery and printing 456,002 349,790
Auditors' remuneration 29.2 375,000 350,000
Communication 253,376 233,515
Repairs and maintenance 279,992 400,862
Entertainment 168,644 275,456
Vehicles' running expenses 186,741 128,362
Advertisement 126,400 138,641
Postage and stamps 43,463 . 34,193
Insurance 99,409 101,186
Travelling and conveyance 2,510 50,577
Depreciation on fixed assets - own use 19 7,865 20,620
Other sundry expenses 97,470 153,291

15,137,194 15,551,096
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Note 29, ‘Operating Expenses - Continued. .,
291 Salaries, allowances and other benefits

The aggregate amounts charged for remuneration including all benefits io officers and employees of the
Modaraba are as under;

2019 2018
Officers | Employees | ~ Total Officers | Employees |  Total
P.ll;.

Salary 2,722,800 2,244 460 4,967,260 2,816,976 2,466,744 5,283,720
House rent 1,361,400 832,694 2,194,004 1,408,500 957,199 2,365,699
Utilities 326,736 200,457 527,193 338,052 229,734 567,786
Bonus 578,595 369,415 948,010 570,675 435,567 1,006,242
Cthers 933,428 1,293,818 2,227,246 902,355 1,165,198 2,067,553

5,922,959 4,940,844 10,863,803 6,036,558 5,254 442 11,291,000
Number of
persons 4 8 12 4 9 13

2911 Average number of employees during the year was 12 (2018: 13). All employees are on contract.

29.1.2  All employees are entitled for reimbursement of fuel expenses upto certain limits

2019 2018
29.2  Auditors’ remuneration Rupees Rupees
Audit fee 253,200 253,200
Half yeariy review fee 96,800 96,800
Certifications 25,000 -
375,000 350,000

293 Office space, utilities and related expenditure are borne by National Bank Modaraba Management Company
Limited, the Modaraba management company.

Note 30
Finance Cost
2019 2018
Rupees Rupees
Short term finances 22,397,957 13,464,322
Long term finances ~ 2473735
Bank and ather charges 27,060 48,493
22,425,017 15,986,550
Note 31
Provision for Doubtful Receivables
2018 2018
Note Rupees Rupees
Opening balance 363,462,530 369,580,038
Add: Charged during the year 311 5,619,044 3,438,301
Add: Reclassified from suspended profit on jjarah - 1,938,209
Less: Reversed during the year {4,000,003} (11,494,018)
Net provision charged during the year 1,619,041 (6,117,508)

Closing balance 3.2 365,081,571 363,462,530
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Note 31, Provision for Doubtful Receivabies - Continued...

34 This includes provision of Rs. Nil (2018: Rs. 5.376 million) recognized during the year on the basis of subjective
evaluation of non-performing short term murabaha investments, ijarah rentals receivable and long term murabaha
investments. The break-up is as under:

2019 2018
Note Rupees Rupees
31.1.1  Provision for doubtful ijarah rentals receivable 10.1 3,704,207 -
Provision charged on other receivables 1.2 402,371 5,376,510
Provision for doubtful net investment in ijarah finance 13.2 1,512,466 -
5,619,044 5,376,510
3.2 Break up of closing balance
Provision against doubtful murabaha investments 728152 292,764,538 296,764,541
Provision for doubtful jjarah rental receivables 10.1 29,007,645 25,303,438
Provision against doubtful other receivables 1.2 30,083,188 29,680,817
Provision for doubtful net investment in ijarah finance 13.2 13,226,200 11,713,734

365,081,571 363,462,530

Note 32
Modaraba Management Company Fee

In accordance with Section 18 of the Modaraba Companies and Modaraba (Floatation and Control} Ordinance, 1980,
managemeni fee @ 10% of annual profits is paid to the modaraba management company. Owing to the loss during the
year, the modaraba management company's fee has not been provided for.

Note 33
Taxation

33.1 No provision for current tax is recognized as the Modaraba has brought forward tax losses of Rs. 320.094 million
(2018: Rs 250.987 million). Further, provision of minimum tax is not applicable to the Modaraba as per sub clause
{xiii} of clause 11A of part IV of second schedule to the Income Tax Ordinance, 2001.

33.2  Deferred tax Liability / (Asset) Note 2019 2018
Rupees Rupees

Taxable / (Deductible) temporary differences on:

Deferred tax asset has originated relating to the following:

Accelerated tax depreciation (45,760,527) (46,095,831}
Carry forward tax losses {79,792,104) (44,324,533}
Revaluation surplus on sukuks 1,365,442 -

(124,187,189) (90,420,364)

Less: Deferred tax asset not recognized 33.21 124,187,189 90,420,364

33.2.1 The deferred tax asset of Rs. 124.187 million (2018: Rs. 90.420 million) has not been recognized in these
financial statements as the temporary differences are not expected to reverse in foreseeable fulure because
taxable profits may not be available against which the temparary differences can be utilized.
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Note 34
Loss Per Certificate - Basic and Diluted
2019 2018
Rupees Rupees

Loss atiributable to ordinary certificates holders Rupees (35,716,364) (8,188,588}
Weighted average number of ordinary certificates

outstanding during the year Numbers 25,000,000 25,000,000
Loss per certificate Rupees {1.43) {0.33)

341 Basic earnings per modaraba certificate has been computed by dividing loss for the year as stated above with
weighted average number of Modaraba certificates.

34.2  There is no dilution in loss per certificate as the Modaraba has not issued any instrument which would have an
impact on its loss per cerlificate.

Note 35

Cash Generated from Operations

2019 2018
Rupees Rupees
(Restated}
Net loss for the Year (35,716,364} (8,188,588}
Adjustment for;
- Depreciation on fixed assets under own use 7.865 20,620
- Depreciation on fixed assets under ijarah arrangements 14,795,254 40,280,305
- Impairment on fixed assets under ijarah arrangements - 12,401,104
- Profit on termination of ijarah arrangements (679,410) (936,127)
- Gain on sale of fixed assets under owned use {30,000} -
- Profit on short term investments (6,369,850} {1,923,620)
- Charge of provision against doubtful ijarah rentals receivable - net 3,704,207 4,939,949
- Charge of suspense income against ijarah rentals receivable - net - 1,407,080
- Provision against doubtful other receivables - net 402371 436,561
- Charge of provision against net investment in ijarah finance - net 1,512,466 (11,193,118}
- (Reversal) / charge of provision long term murabaha investments - net {4,000,003) {300,900)
- Finance cost 22425017 15,986,550
- Profit on term depaosit receipts and bank deposits (920,506) (944,994)
30,847 441 60,173,210
Operating (loss) / profit before working capital changes {4,868,953) 51,984,622
Decrease / (Increase) in operating assets:
- Accrued profit 5,275,806 1,716,656
- ljarah rentals receivable 1,034,053 (10,659,698)
- Advances, prepayments and other receivables {565.417) (311.471)
- Short term murabaha investments 169,779 2,908,841
- Net investment in ijarah finance - 1,962,596
- Diminishing musharaka financing 8,663,558 14,201,858
- Long term murabaha investments 5,759,650 1,981.421
Increase / {Decrease) in operating liabilities:
- Creditors, accrued and other liabilities {1,103,061) {8,220,993)
Net changes in working capital 19,234,368 3,679,210
Cash Generated from Operations 14,365,415 55,663,832

351 Liabilities Arising from Financing Activities

As at June 30,| Non-cash Cash flows ' As at June 30,
2018 changes {Net} 2019

Rupees
Short term borrowings 217,063,388 - - 217,063,388
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Note 36
Financial Risk Management

- Credit risk
- Liquidity risk
- Market risk

The Board of Directors of the management company has overall responsibility far the establishment and oversight of the
Modaraba's risk management framework.

36,1 Credit risk

Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss to the Modaraba by
failing to discharge an obligation. The risk is generally limited to principal amounts and accrued profit thereon, if
any. The Modaraba's policy is 1o enter into financial contracts in accordance with the internal risk management
palicies and the requirements of the Prudential Regulations. The carrying amounts of the following financial
assets represent the maximum credit exposure at the reporting date:

Financial assets 2019 2018
) Rupees Rupees

Bank balances 11,329,223 51,634,248
tarah rentals receivable 69,521,441 74,259,701
Advances, prepayments and other receivables 639,678 1,212,829
Accrued profit 2,192,041 595,657
Murabaha investments - net of provision 27,226,085 29,393,239
Net investment in ijarah finance 15,718,248 17,230,714
Diminishing musharaka financing 13,730,858 22,394,416
Short term investments 74,518,664 30,895,000
Long term loans and deposiis 470,123 897,097

215,346,361 228,513,801

36.1.1 Credit quality of banks

The credit quality of the Modaraba’s bank balances can be assessed with reference to external credit ralings as

follows:
Rating 2019 2018
Short term Long term Agency Rupees Rupees

National Bank of Pakistan Al+ AAA PACRA 343,256 384,760
Al Baraka Bank (Pakistan} A1 A PACRA 20,034 14,914
Bank Alfalah At+ AA+ PACRA 354,300 709,206
First Women Bank A2 A- PACRA 4725 4,725
Habib Bank Limited Al+ AAA JCR-VIS 10,941 11,011
Bank Islami Pakistan Al A+ PACRA 10,595,967 50,509,632

11,328,223 51,634,248

36.1.2 Description of ¢collateral held

The Modaraba's ijarah arrangements {leases) are secured against ijarah assets, demand promissory notes, post
dated cheques and personal guarantees varying from case to case. In a few arrangements additional collateral is
also obtained in the form of charge on fixed assets. Murabaha invesiments are secured against charge over fixed
and current assets, registered and equitable morigage of properties, personal guarantees of directors of customer
companies, demand promissory notes and post dated cheques varying from case to case. Diminishing
musharaka financings are secured by first charge on all present and future fixed assets of the client, registered
and equitable mertgage on properties, personal guarantee of directors, post dated cheques and joint ownership of
musharaka assets varying from case to case.
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Note 36, Financial Risk Management - Conlinued. .,
Age analysis of profit accrued on murabaha investments
Past due June 30, 2019
Amount on Amount on Suspension Cartying
which no which made under
Gross amount suspension is [ suspensionis Prudential amount
. . Amount
required required Regulations
Rupees
0 days - - - . .
1 day - 89 days 2,400,000 - 2,400,000 2,400,000 -
90 days - 179 days 2,476,929 - 2,476,929 2,476,929 -
180 days - 364 days 425,818 - 425,818 425,818 -
1 year - less than 2 year 3,549,131 - 3549131 3,549,131 -
2 year - less than 3 year 985,773 - 985,773 985,773 -
3 year or more 8,110,723 - 8,110,723 8,110,723 -
Total 17,948,374 17,948,374 17,948,374 -
Past due June 30, 2018
Amount on Amount on Suspension Carrying
which no which made under
Gross amount suspension is suspension Prudential amount
required isrequired Regulations
Rupees
Q days 2,400,000 - 2,400,000 2,400,000 -
1 day -89 days 2,476,929 - 2,476,929 2,476,929 -
90 days - 179 days 425,818 - 425,818 425,818 -
180 days - 364 days 3,549,131 - 3,549,131 3,549,131 -
1 year - less than 2 year 985,773 - 985,773 985,773 -
2 year - less than 3 year 1,112,980 - 1,112,980 1,112,980 -
3 year or more 6,997,743 - 6,997,743 6,997,743 -
Total 17,948 374 17,948,374 17,948,374 -
Age analysis of murabaha investments
Past due June 30, 2019
Amc?unt on Amount on Provision made Carrying
Gross amount which no which provision under. amount
provision is . ; Prudential
X is required \
reguired Regulations
Rupees
0 days 7,087,867 7,087,867 - - 7,087,867
1day-179 days - - - -
180 days- 364 days - - -
1 year - igss than 2 year - - - .
2 year - less than 3 year - - - - -
3 year or more 310,615,234 310,615,234 296,764,538 13,850,696
Total 317,703,101 7,087,867 310,615,234 206,764,538 20,938,563
Past due June 30, 2018
Arm?unt on Amount on Provision made Carrying
which no \ M under
Gross amount provision is which prolwsmn Prudential amount
. is required )
required Regulations
Pnlr_mnﬂ
C days 10,559,988 10,559,988 - 10,559,988
1 day-179 days - - - -
180 days - 364 days - - - -
1 year - less than 2 year - - . -
2 year - less than 3 year 36,947,483 36,947 483 36,947 483 -
3 year and above 276,124,486 276,124,486 259,817,058 16,307,428
Total 323,631,857 10,559,988 313,071,968 296,764,541 26,867,416
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Note 36, Financial Risk Management - Continued...

36,15

36.1.6

Age analysis of ijarah rentals receivable

Past due

0 days

1 day -89 days

90 days -179 days

180 days - 364 days

1 year - less than 2 year
2 year - less than 3 years
3 year or more

Total

Past due

0 days

1 day -89 days

80 days -179 days

180 days - 364 days

1 year - less than 2 year
2 year - less than 3 years
3 year or more

Total

2SS

Age analysis of diminishing musharaka financing

Past due

0 days

1day-179 days

180 days- 364 days

1 year - less than 2 year
2 year - less than 3 year
3 year or more

1 year - less than 2 year
2 year - less than 3 years
3 year or more

Total

June 30, 2019
Amount on Provision/
i Amount on . .
which no . ", suspension Carrying
.. which provisien
Gross amount | provision / L made under amount
. .| /suspensionis .
suspension is . Prudential
- required .
required Regulations
Rupees
8,942,043 8,942,043 - - 8,942,043
112,305,581 - 112,305,581 51,726,183 60,579,398
121,247,624 8,942,043 112,305,581 51,726,183 69,521,441
June 30, 2018
Amount on Provision/
. Amount on R A
which no ’ . suspension Carrying
L which provision
Gross amount |  provision/ . made under amount
.| I'suspensionis )
suspension is required Prudential
required 4 Regulations
Rupees
421,702 421,702 421,702
12,892,197 12,892,197 - 12,892,197
325,290 325,290 - 325,290
102,401 - 102,401 3463 98,938
108,540,087 - 108,540,087 48,018,513 60,521,574
122,281,677 13,639,189 108,642,488 48021976 74,259,701
June 30, 2019
Amount on Provision made ,
. Amount on Carrying
G t which o which provision under amount
ross amoun provision is . P . Prudential
. is required .
required Regulations
Pupane
9,393,224 9,393,224 - 9,393,224
4,337,634 4,337,634 - 4,337,634
13,730,858 9,393,224 4,337,634 - 13,730,858
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38,7

Past due

0 days

1 day-179 days

180 days - 364 days
1vyear - fess than 2 year
2 year - Yess than 3 year
3 year and above

1year - less than 2 year
2 year - less than 3 years
3 year or more

Total

June 30, 2018

Age analysis of profit accrued on diminishing musharaka financing

Past due

0 days

90 days - 179 days

180 days - 364 days

1 year - less than 2 year
2 year - less than 3 year
3 year or more

2 year - jess than 3 years
3 year or mare

Total

Past due

0 days

90 days - 179 days

180 days - 364 days

1 year - less than 2 year
2 year - less than 3 year
3 year or more

2 year - less than 3 years
3 year or more

Total

Amount on Provision made .
. Amount on Carrying
Gross amount which no which provision under t
s provision is X P ; ° Prudential amoun
is reguired )
required Regulations
Rupees
7,660,288 7,660,288 - - 7,660,288
10,396,494 10,396,494 - - 10,396,434
4,337,634 4,337,634 - 4,337 634
22,384,416 18,056,782 4,337,634 - 22,394 416
June 30, 2019
Amount on Amount on Suspension Carrv
which no which made under armying
Gross amount L . . amount
suspension is | suspension is Prudential
required required Regulations
Pulr_\.nne
568,385 558,385 - 558,385
843,095 - 843,095 843,095 -
1,401,480 558,385 843,095 843,095 558,385
June 30, 2018
Amount on Amount on Suspension Carryin
G ¢ which ne which made under amgmtg
ross amoun suspension is | suspension is Prudential
required required Regulations
Rupees- - .
561,471 561,471 - - 561,471
843,085 - 843,095 843,095
1,404 566 561,471 843,095 843,085 561,471

Provisions are recognized by the Modaraba on the basis of time based criteria given under Prudential Regulations for
Modarabas and subjective evaluation carried out on an ongoing basis.
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Note 36, Financial Risk Management - Continued...

36.1.8 The Modaraba manages credit risk and its concentration through diversification of activities to avoid undue concentration of risks with

individuals, groups or specific industry segments. Fer this purpose, the Modaraba has established exposure limits for individuals and
industrial sectors. Break-up of credit risk exposure by class of husiness is as follows:

36.2

June 30, 2018
ljarah Net L
receivables |Investmentin| . Murabaha | Diminishing Total % age
. investments | musharaka
and assets | {jarah finance
Rupees
Transport and communications 14,047 543 1,489,301 15,536,844 7.48%
Educaticn 1,705,455 - - - 1,705,455 0.82%
Power 1.418,228 - 15,000,000 16,418,228 7.90%
Textiles 33,569,562 28,944,448 260,951,668 - 323,465,678 155.65%
Engineering 102,240 - - 4,337,634 4,439,874 2.15%
Focd 70,376,099 - 17,915,282 - 8,291,381 42.49%
Individuals 43,338,248 - - 558,238 43,896,484 21.12%
Financial institutions 2,617,828 - - - 2,617,828 1.26%
Manufacturing industries 18,526,112 - 23,836,151 - 42,361,263 20.38%
Miscellaneous 19,448,888 - 7,345,667 26,794,575 12.90%
Less: Portfolio provided (51,726,183} (13,226,200}  (202,764.538) - (357,716,921}  -172.14%
Total 153,423,02¢ 15718248 24038563 13730858 _ 207 810,689 100%
June 30, 2018
ljarah Net I
receivables |investmentin 'Murabaha Diminishing Total % age
’ investments | musharaka
and assets | {jarah finance
Rupees

Transport and communications 14047 543 . 1,957,189 16,004,732 6.0%
Education 1,706,455 - - - 1,705,455 06%
Power 1,418,228 - 15,000,000 - 16,418,228 6.2%
Textiles 52426371 28944448 266,713,000 322,874 348,406,793 131.2%
Engineering 1,765,419 - - 4,762,236 6,527,685 25%
Food 86,907,145 18,059,988 - 104,967,133 39.5%
Individuals 43,338,248 - 3,878,099 47,216,347 17.8%
Financial inslitutions 16,146,997 - . 16,146,997 6.1%
Manufacturing indusiries 3,305,219 23,858,542 - 27,164,761 10.2%
Miscellaneous 26,002,510 11473918 37,566,428 i4.1%
Less; Portfolio provided (48,021,976)  (11.713.734) (296,764,541} (356,500,251)  -134.2%
Total 189,131,159 17230714 26867983 22394416 265824278 100%

Liquidity risk

Liguidity risk is the sisk that the Modaraba will encounter difficulty in meeting its financial chligations as they fall due. Liquidity risk arises
because of the possibility that the Modaraba could be required to pay its liabifities earlier than expected or difficulty in raising funds to meet
commitments associated with financial liabilities as they fall due. The Modaraba's approach to managing liquidity is to ensure, as far as
possible, that it will always have suficient liquidity to meet its fiabililies when due, under beth normal and stressed conditions, without
incurfing unacceptable losses or damage to the Modaraba's reputation. The following are the contractual maturities of financial liabilities,
including interest / profit payments:
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Non-derivative financial liabilities

Accrued profit

Short term finances

Crediters, accrued and other
liabilities

Total

Non-derivative financial liabilities

Accrued profit

Short term finances

Creditors, accrued and other
ligkilities

Total

258

cTm——
Annual Report 2019
June 30, 2019
Carrying | Contractual | 6 months or 1yearto 2 2yearsto5
amount cash flows less §t0 12 months years years
Rupees
4,505,879 4,605,679 4,505,879 - -
217,063,388 217,063,388 217,063,388 -
988,173 988,173 988,173 -
222,557440 222557440 222,557,440 -
June 30, 2018
Carrying | Contractual | € months or 6 to 12 months 1yearto 2 2yearsto 5
amount cash flows less years years
Rupees
2,564,748 2,564,748 2,564,748 - -
217,063,368 217,063,388 217,063,388 -
922,447 922447 922,447 - -
220,550,583 220,550,383 220,550,583 - -
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Note 36, Financial Risk Management - Continued. ..

36.3.3  Other price risk

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest / profil rate risk or currency risk), whether those changes
are caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial
instrument traded in the market. The Modaraba is not exposed to commodity price risk and equity price risk.

36.4  Financial instruments by categories

At fair value At fair value
At amortized || through cther
through profit . Total
or loss cost comlprehenswe
Income
Rupees Rupees Rupees Rupees
Financial assets as at June 30, 2012
Cash and bank balances . 11,329,223 . 11,329,223
ljarah rentals receivable - 69,521,441 - 69,521,441
Accrued profit - 2,192,041 . 2,192,041
Short term investments . - 74,518,664 74,518 664
Murabaha investments - 27,226,085 - 27,226,085
Net investment in ijarah finance . 15,718,248 . 15,718,248
Diminishing musharaka financing - 13,730,858 - 13,730,858
Advances, prepayments and other receivables - 639,678 - 639,678
Long term loans and deposits - 470,123 - 470,123
140,827,697 74,518,664 215,346,361
Financial assets as at June 30, 2018
Cash and bank balances - 51,653,789 - 51,653,789
ljarah rentals receivable - 74,259,701 - 74,258,701
Accrued profit . 595 657 - 595,657
Short term investments - - 30,895,000 30,895,000
Murabaha investments - 29,393,239 . 29,393,239
Net investment in ijarah finance - 17,230,714 - 17,230,714
Diminishing musharaka financing - 22,394 416 - 22,394,416
Advances, prepayments and other receivables - 1,212,829 - 1,212,829
Long term loans and deposits - 858,457 - 858,497
197,598,842 30,895,000 228,493,842
Financial liabilities at amortized cost 2019 2018
Rupees Rupees
Accrued profit payable 4,505,879 2,564,748
Short term finances 217,063,388 217,063,388
Creditors, accrued and other liabilities 988,173 922,447

222,557,440 220,550,583
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2019 2018
Rupees Rupees

Fixed rate instruments

Financial assets

Loans o employees 430,623 858,497
Floating rate instruments

Financial assets

Murabaha investmenis 27,226,085 29,393,239

ljarah rentals receivable 69,521441 74,259,701

Bank balances 11,329,223 51,653,789

Diminishing musharaka financing 13,730,858 22,394,416

Net investment in jjarah finance 15,718,248 17,230,714

Short term investments 74,518,664 30,895,000

Financial liabilities

Short term finances 217,063,388 217,063,388

Fair value sensitivity analysis for fixed rate instruments

The Modaraba does not account for any fixed rate financial assets and fiabilities at fair value through profit of loss. Therefore, a change in
interest / profit rate at the reporting date would not affect profit or loss of the Modaraba.

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest / profit rates at the reporling date would have increased / (decreased) the loss for the year by the
amounis shown below. The analysis assumes that all other variables remain constant. The analysis is performed on the same basis for the
year 2018. Following will be impact on the profit and foss account and the equity of the Modaraba:

June 30, 2018 June 30, 2018
100 bps 100 bps
Increase I Decrease Increase |  Dacrease
Rupees Rupees Rupees Rupees
Floating rate financial assets 2,120,445 (2,120,445) 2,258,269 (2.258.268)
Floating rale financial liabitities (2,170,634) 2,170,634 (2,170,634) 2,170,634
Net effect (50,189) 50,189 87,635 (87.635)

The sensitivity analysis prepared is not necessarily indicative of the effects on loss for the year and assets ! liabilities of the Modaraba. This
analysis is prepared assuming that amounts of liabilities and assets outstanding at reporting dates were outstanding for the entire year.
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Note 36, Financial Risk Management - Continued...

36.2.1

36.3

36.31

36.3.2

The contractual cash flows relating to the above financial liabilities have been determined on the basis of mark-up / profit rates effective as
at the reporting date {and includes both principal and profit payable thereon).

Market risk

Market risk is the risk that changes in market price such as foreign exchange rates, interest / profit rates and equity prices will effect the
Modaraba's income or the value of its holdings of financial instrumeants.

Currency risk

Currency risk is the risk 1hat the fair value or fulure cash flow of a financial instrument will fluctuate because of changes in fereign exchange
rates. Currency risk arises mainly from future commercial transactions or receivabies and payables that exist due to transactions in foreign
currencies. Currently, the Modaraba does not have any recsivables or payables that exist due 1o transaclions in foreign currencies which
expose it to currency risk.

Interest / profit rate risk

This represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest/
profit rates.

The Modaraba's interest / profit rate risk arises from short term finances, bank balances in savings accounts, ne{ investment in ijarah
finance, diminishing musharaka, murabaha investments and loans fo employees. Short ferm investmends, short term finances, murabaha
investments, diminishing musharaka and balances in savings accounts are at variable rates, that expose the Modaraba o cash flow
interest / profit rate risks. Long term loans to employees made at fixed rate expose the Modaraba to fair value interest / profit rate risk, As at
the reporting date the interest / profit rate profile of the Modaraba's interest bearing financial instruments was:

Nofa 38, Financial Risk Management - Continued. ..

36.3.3  Other price risk

36.4

Other price risk represents the rigk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest / profit rate risk or currency tisk), whether those changes
are caused by factors specific to the individual financial instrument or its issuer, or factars affecting all similar financial
instrument traded in the market. The Modaraba is not exposed to commodity price risk and equity price risk.

Financial instruments by categories

At fair value . Atfair value
through profit At amortized || through oth.er Total
o loss cost comlprehenswe
income
Rupees Rupees Rupees Rupees
Financial assets as at June 30, 2019

Cash and bank balances - 11,329,223 - 11,329,223
ljarah rentals receivable - 69,521,441 : 69,521,441
Accrued profit - 2,192,041 - 2,192,041
Short term investments - - 74,518,664 74,518,664
Murabaha investments - 27,226,085 - 27,226,085
Net investment in ijarah finance 15,718,248 15,718,248
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. At fair value
tlf t fair value At amortized || through other
rough profit - Total
or Joss cost com'prehenswe
income
Rupees Rupees Rupees Rupees
Diminishing musharaka financing - 13,730,858 . 13,730,858
Advances, prepayments and other receivables - 639,678 - 639,678
Long term loans and deposits - 470,123 - 470,123
140,827,697 74,518,664 215,346,361
Financlal assets as at June 30, 2018
Cash and bank balances - 51,653,789 - 51,653,789
ljarah rentals receivable . - 74,259,701 - 74,259,701
Accrued profit - 595,657 . 585,657
Short term investments - - 30,895,000 30,895,000
Murabaha investments - 29,393,239 . 29,393,239
Net investment in jjarah finance - 17,230,714 - 17,230,714
Diminishing musharaka financing - 22,394,416 - 22,394,416
Advances, prepayments and other receivables - 1,212,829 - 1,212,828
Long term loans and deposits - 858,497 - 858,497
- 197,598,842 30,895,000 228,493,842
Financial liabilities at amortized cost 2019 2018
Rupeas Rupees

Accrued profit payable 4,505,879 2,564,748
Short term finances 217,063,386 217,063,388
Creditors, accrued and other liabilities 988,173 922,447

222,557,440 220,550,583

Note 37
Recognized Fair Value Measurements - Financial Instruments

Fair value hierarchy

Certain financial assets and financial liabiliies are not measured at fair value if the camying amounts are a reasonable
approximation of fair vaiue. Due to short term nature, carrying amounts of certain financial assets and financial iabilities are
considered to be the same as their fair value. For the majority of the non-current receivables, the fair values are also not significantly
different from their carrying amounts. Judgements and estimates are made in determining the fair values of the financial instruments
that are recognized and measured at fair value in these financial stalements, To provide an indication aboul the reliability of the
inputs used in determining fair value, the Modaraba classifies its financial instruments inte the following three levels, As at the
reporting date, the Modaraba has short term investments which are required to be grouped into level 2. These levels are explained
as under:

Level 1: The fair value of financial instruments traded in active markets (such as publicly traded derivatives and securities at fair
value through OCI or profit and loss } is based on quoted market prices at the end of the reporting period. The quoted
market price used for financial assets held by the modaraba is the current bid price. These instruments are included in
levet 1.
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Level 2:

Level 3

Note 38

First National Bank Modaraba

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivatives) is
determined using valuation techniques which maximize the use of cbservable market data and rely as little as possible on

entity-specific estimates. If afl significant inputs required to fair value an instrument are cbservable, the instrument is
included in level 2,

If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3. This is
the case for unlisted equity securities.

Balances And Transactions With Related Parties

Related parfies comprise associated companies, modaraba management company and Its holding undertaking, directors of the
Modaraba management company and key management personnel. Detail of transactions with related parties and balances
outstanding with them at the reporting dates, except for remuneration are as follows:

381

38.2

Note 39

2019 2018
Rupees Rupees
Balances outstanding at the reporting date
Bank accounts with Nationat Bank of Pakistan 341,188 384,760
Finances from National Bank of Pakistan 217,063,388 217,063,388
Mark up payable 4505879 2,564,748
Transactions during the year
Related party Relationship Nature of Transaction
National Bank of Pakistan Modaraba Lang term finance repaid - 50,000,002
Management Short term finance obtained - net - 15,428,634
Company's ljarah rentals received - 12,587,931
holding company  park up expense 22,397,957 15,938,057
Mark up paid 20,483,886 15,515,847

Segment information

351

39.2

39.3

As per IFRS 8, operating segments are reported in a maniner consistent with the intemal reporting used by the chief
operating decision-maker. The chief executive officer (CEQ} of the Modaraba has been identified as the chief operating
decision-maker, who is responsible for allocating resources and assessing performance of the operating segments.

The CEQ is responsible for the Modaraba's entire product portfolio and he considers the business as a single operating
segment. The Modaraba's asset allocation decisions are based on a single integrated investment strategy and the
Modaraba's perfarmance is evaluated on an overall basis.

The internal reporting provided to the CEOQ for the Modaraba's assets, liabiliies and performance is prepared on a
consistent basis with the measurement and recognition principles of approved accounting and reporting standards as
applicable in Pakistan. The Modaraba is domiciled in Pakistan. All of the Modaraba's income ts from investment in entities
incorporated in Pakistan. The Modaraba also has a diversified certificate holder population. As at June 30, 2019, there was
only one (June 30, 2018: one} certificate holder {National bank of Pakistan - the holding company of the Modaraba
Management Company) who held more than 10% of the Modaraba's certificate capital. Its holding is 30% {(June 30, 2018:
30%).
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Note 40
Date Of Authorization For Issue

These financial statements have been approved by the Board of Directors of National Bank Modaraba Management Company
Limited and authorized for issuance on September 26, 2019,

Note 41
General

Comparalive figures are re-aranged, wherever necessary, to facilitate comparison, The following re-arrangements have been made
in these financial statements for better presentation:

Nature From To Amount
(Rupees)
Accured profit Advances, prepayments and other receivables Profit receivable on sukuks 502,340
Profit and loss Reversal of provision charged Provision charged for doubtful 3,438,301
account for doubtful receivables - net receivables - nat

W ﬁa_:;__,__ﬂf—— ﬂw\‘( n«z | ”

Chief Executive Dfficer Director Director Chief Financlal Officer
National Bank Modaraba National Bark Modaraba Natienal Bank Modaraba National Bank Modaraba
Lahore: September 26, 2019 Management Company Limited Management Company Limiled  Management Company Limiled Management Company Limited
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PATTERN OF CERTIFICATE HOLDING
AS ON JUNE 30, 2019

Number of Shareholdings To Total Numberof  Percentage of
ShareHolders Erom Share Held Total Capital

n 1- 100 2,719 0.01
M 0 - 508 165,514 0.66
204 501 - 1000 190,285 0.76
199 1001 - 5000 564,328 2.26
88 5001 - 10000 708,591 283
28 10001 - 15000 373,208 149
2 15001 - 20000 406,292 1.63
23 20001 - 25000 529,492 212
17 25001 - 30000 489,817 1.96
5 30001 - 35000 156,575 0.63
9 35001 - 40000 354,500 141
4 40001 - 45000 173965 0.70
4 45001 - 50000 195,990 078
2 50001 - 55000 108,772 0.44
2 60001 - 65000 123,000 0.49
1 65001 - 70000 66,500 0z
3 75001 - 80000 233485 0.93
8 55001 - 100000 797,000 319

i 115009 - 120000 115,500 046

1 130001 - 135000 132,500 0.53

i 150001 - 155000 153,000 0.61
2 155001 - 160000 315,300 1.26

1 165001 - 170000 168,000 067

1 ’ 180001 - 185000 181,500 0.713
2 195001 - 200000 400,000 160

1 205001 - 210000 209,000 0.84

1 215004 - 220000 216,500 087

1 225001 - 230000 226,964 0.41

1 240001 - 245000 242,002 087

1 265001 - 270060 267,000 1.07

1 270001 - 275000 273,998 110
3 295001 - 300060 896,600 359
2 405001 - 410000 818,500 37

1 590001 - 595000 590,500 236

1 1870001 - 1875000 1,874,500 7.50

1 1935001 - 1940000 1,935,500 114

1 2845001 - 2850000 2,846,000 1.38

1 7495001 - 7500000 7,500,000 30.00
"""" 1,065 725000000 10000
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CATEGORIES OF CERTIFICATE HOLDERS
AS ON JUNE 30, 2019

Ser# Code Category No. of Shares Percentage
Shareholder Held of Total
Capital
1 1 Individuals 1,063 16,620,001 66.4800
2 4 Joint Stock Companies 8 256,101 1.0244
3 9 Madaraba Management Cos i 7,500,000 30.0000
4 10 Funds 1 300,000 1.2000
& 24 Others 2 323,898 1.2956
|TOTAL: 1,085 25,000,000 100.0000
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CATEGORIES DETAILS

AS ON JUNE 30, 2019

Catagoy Numbers of Certificates

Individuals 16,620,001
Joint Stock Companies
1 MAPLE LEAF CAPITAL LIMITED 1
2 MUHAMMAD AHMED NADEEM SECURITIES {(SMC-PVT) 100
LIMITED
3 FIKREES {PRIVATE) LIMITED 500
4 AMZ SECURITIES (PVT) LIMITED ‘ 500
5 DOSSLANI'S SECURITIES (PVT) LIMITED 500
6 MUHAMMAD BASHIR KASMANI {PRIVATE) LIMITED 15,000
7 MUHAMMAD SALIM KASMANI SECURITIES (PVT) LTD. 39,500
8 SALIM SOZER SECURITIES (PVT.) LTD. 200,000
256,101
Modaraba Management Cos
1 NATIONAL BANK MODARABA MANAGEMENT COMPANY 7,500,000
LIMITED
7,500,000
Funds
1 TRUSTEES D.G.KHAN CEMENT CO.LTD.EMP. PF 300,000
300,000
Others
1 TRUSTEES ALCO & MINOCHER DINSHAW CHR. TRUST 48,900
2 TEACHERS RESOURCE CENTRE 273,998
323,898
25,000,000
Certificate Holding Of 5% Or Above

NATIONAL BANK MODARABA MANAGEMENT COMPANY LIMITED - 7,500,000
SHAKEEL ARSHAD 1,874500
DURAIN CASSIM 1,935,500
DINAZ CASSIM 2,846,000
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No.SCD-SD(Enf)/FNBM/2015/ 1 May 13, 2015

The Chief Executive Officer

National Bank Modaraba Management Company Ltd.
Managers of First National Bank Modaraba

5" Floor, NBP RHQs Building

26 - Mclagon Road

Lahore

Subject: Review of Returns - First National Bank Modaraba

Dear Sir,

This is with reference to the review of online returns submitted by First National Bank
Modaraba {FNBM) and review of quarterly accounts for the period ended March 31, 2015,

1. It has been noted that during the nine months ended March 31, 2015 FNBM
recorded loss after tax of Rs106.95 million. The operating profit margin {operating
profit as percentage of total revenues) was reduced to 0.75% for the current
period, compared with 2.61% during the nine months ended March 31, 2014.
Major reason for after tax loss was provision for non-performing receivables
amounting to Rs109.67 million. The equity of the Modaraba reduced to Rs156.75
million as of March 31, 2015 as against Rs263.70 million as of June 30, 2014
(erosion of 40% during nine months). This reflects that 37.30% of the total capital
subscribed by the Modaraba certificate holders has eroded. The management is
advised to share with us its plan for controlling the losses and prevent further
equity erosion. Furthermore, please also share the management’s plan to enhance
Modaraba's equity going forward.

2. ltis noted that the total classified assets of FNBM were Rs462.93 million as of March
31, 2015 which were 31% of gross total assets (increased from 16.50% of gross
assets as of June 30, 2014). Provision of Rs184 million was made against classified
assets. Classified assets (net of provision} amounted to Rs279 million, which
constitute nearly 180% of the Modaraba’s equity of Rs156.75 million. Further
deterioration in quality of lending portfolio has the potential to further erode the
Modaraba's equity. Given the critical nature of this issue, the management of the
Modaraba is advised to expedite its recovery efforts and ensure to put in place
strict credit evaluation mechanism to reduce the chances of portfolio infection in
future.

7y P cx,o‘ ¢Boor, State Life Bullding No, 2, Wallace Road, off: L 1. Chundrigar Road, Karachi
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3. It has been noted that JCR-VIS credit rating agency assigned long term entity
rating of ‘A’ (single A} to First National Bank Modaraba on December 31, 2013;
however, the rating has not been updated since then. Please note that in terms of
Circular 4 of 2006 {relating to Guidelines for issuance of Certificates of Musharika),
credit rating is required to be updated at least once every year during the currency
of issue of COMs. The management is required to expedite the process of
obtaining the updated entity rating for FNBM and submit a copy of the rating for
our record.

4. It has been noted that total outstanding Certificates of Musharika (COM) issued by
FNBM amounted to Rs313.96 million as of March 31, 2015, In this connection, it is
pertinent to note that nearly 75% of outstanding deposits (Rs235 million) were
raised from two depositors, which indicates high concentration of deposits. Please
share with us the management’s plan to rationalize the depositor concentration
going forward.

Please furnish your response to above latest by May 28, 2015,
Yours truly,

(Kashif Ghani)
Deputy Director
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- Modaraba Companies and Modarabas, /“’f.*

Securities and Exchange Commission of Pakistan§iai

1,2017 2‘11
»~ NIC Building, Jinnah Avenue, Blue Area, = /
i -

S Islamabad. JfI'ME . _
((\@ 23 )
Dear Sir, Exploring Appropriate Options for First National Bank Modaraba (FNBM) /

Please refer to your letter No.SC/M/PRDD/FNBM/2017-121 of 27 April, 2017 wherein a repiy
was desired within working 15 days.

We have to submit as under:

* We are pleased to inform that the BOD of Holding Company, taking due note of the
affairs of FNBM and your guidance, has passed a resolution In its meeting Held on
21/4/2017_authorizing the Management Company to explore appropriate/various options
for achieving cessation of Modaraba and that of the Company. This being the initial step,
it shall set the process in motion in line with our discussions with you. The options may

include but not limited to winding up or merger or seeking expression of interest, as
appropriate. s

* However, in order to select the option in best interest of all stakeholders, there are
important steps to be initially taken such as the determination of the fair value of assets
and liabilities, in particular that of the classified portfolio. All this is to be handled in a
fair and transparent manner and ‘therefore the possibility to_hire a consultancy firm for |
this purpose at the appropriate stage cannot be precluded.

* Youare kindly aware that our financial year is drawing to a close and the annual audited
financial statements along with an independent external audit report shall be available
shortly on the latest position of assets and liabilities. This information shall act as

i —— . . .
precursor to the step referred in the above para as it shall considerably narrow down our
requirements and cut down on time and effort.

* In the meantime, we will be continuing our efforts to accelerate the recavery. process with
a view to minimizing the NPL portfolio a5 Well asto supplement the cash position of the
company, enabling us to derive the best possible value for the benefit of all stakeholders,

¢ In view of the above, we shall be operationally gearing up for our new challenges, in
close guidance of BOD and of the Holding Company, besides other steps as detailed /
above. We therefore request you to kindly bear with us till middle of August, 2017 for ]
detailed working for proposing the most suitable option. We shall in the meantime send
you a monthly status report if desired. e T

o ST PO

o —— y

5th Floor, NBP RHQ Building, 26-McLegon Road, Lahore. Tel: (92-42) 99210641-70 Ext. 3526 - 99213249, 99213246, Fax: 99213247
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We would like to express here, our sincere gratitude for your kind help, guidance and
cooperation in this matter, ' -

Best regards

Abbas Azam
CEO/MD

CC:

Mr. Qaiser [gbal
Additional Joint Director

Specialized Companies Division, Supervision and Enforcement Department, SECP
Karachi
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Policy, Regulation and Development Department
{Modaraba Wing)

No., SC/M/PRDD/NBP/2017- { 6D | May 30, 2017

The Chief Executive,

National Bank Modaraba Management Company lelted
Manager of First National Bank Modaraba,
5 Floor, NBP RHQ Building,

26-Mclegon Road,
Lahore.

Subject: Exploring Appropriate Options for First National Bank Modaraba {FNBM)

Dear Sir,

This refers to your letter dated May 11, 2017 on the subject noted above,

2. It has been noted with concern that the management company has not come up with an
appropriate exit strategy from the business of Modaraba, as deliberated upon in the meeting held
on 25-04-2017. in this regard, please confirm, whether the minutes of the meeting dated 25-04-
2017 have been shared with.the Board of Directors of the modaraba company. If so, please provide
certified copy of the minutes of the Board’s meeting. Please note that the exit strategy was to be
formulated and communicated to this office within 15 days from the date of the meeting.

3. In order to facilitate the management company, the Registrar Modaraba has, however,
allowed it to compiete the exercise, get the approval of the Board of Directors and submit the

same latest by August 15, 2017,

4, Please submit a fortnightly report on the progress made in this regard. The report should
reach this office within two days from the expiry of the period.

5. Please note that no further extension in this regard shall be allowed. In case of your failure
to meet the requirement, necessary regulatory action will be initiated against the Modaraba
Company and First Nationa! Bank Modaraba under the relevant provisions of the law.

Yours truly,

Atif £: ad)
Deputy Director

NIC Building, linnah Avenue, Blue Area, Islamabad.
PABX 92070914 Ext. 150 - Fax. No. 9218540, E-mail: atif.ejaz@secp.gov.pk

Securities and Exchange Commission of Pakistan 3
Specialized Companies Division 1

.

/
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-‘.-Jauaeer Ahmad Sipra J&NEX— ! !

- Subject: FW. National Bank Modaraba qq
,

From: Abbas Azam [mailto:abbasazam@nbmodaraba.com]
Sent: Friday, Octoher 13, 2017 3:55 PM

To: Qaiser Igbal <qaiser.igbal@secp.gov.pk>

Cc: Atif Ejaz Ahmed <atif.ejaz@secp.gov.pk>

Subject: FW: National Bank Modaraha

Dear Sir,

The details of the progress made so far in exploring options for FNBM is explained through following
five steps.

» The first step in this connection was to have the latest audited accounts as on June 30, 2017
available. the external auditors have completed the audit in accordance with ICAP’s circular ?
of 2017 regarding guidelines on the basis of not considering as going concern. The financia
statements were thus prepared on the basis of estimated current realizable values of assets
and liabilities. Accordingly the assets where there was a downward revision in estimate o
current realizable value (amountifg to Rs.39 Million in total) that has been accounted for
However where there were upward revisions (amounting to Rs. 50 Million in total) that is only
disclosed in the note to the accounts. The auditors have included an emphasis of matte
paragraph that the estimates could change in the future on the basis of change in circumstances
or when new information becomes available.

« Secondly, the process of hiring appropriate financial consultants was initiated and some
reputable chartered accountancy firms were consulted for due credibility of their advice &
observance of industry standards.. The average fee quote in in the proposals received was
around Rs.4 Million, This was not proportionate to the work invovled and way ahead of BOL
expectations. NBP's nominee directors on Board advised that it shall be prudent to seek lega
opinion about attraction of PPRA rules. The BOD in its meeting of 21/7/17 promptly attendec
to the matter, sought legal advice , reviewed the scope of work and decided to to solici
guotations transparently through media hoping that with better understanding of scope the
quotes shall be reasonable.

« Thirdly, on the other hand efforts for recovery from classified accounts continued forcefully anc
resulted in cash recoveries from defaulter parties amounting to around Rs.25 million in the las

three months or so.




» Fourthly, the regulatory authority was kept informed and the Registrar Modaraba in his letter
.~ Sep 05, 2017, on the Progress made so far, made a subtle advice the BODs of both FNBM a.
NBP to consider merger/amalgamation of FNBM with NBP as was done in case of NBP Leasir

* Lastly, the above letter was discussed in detail in the BOD meeting held on Qct 05, 2017, whe

guidance in this matter.

We are grateful for the cooperation recieved so far,
Best regards

Abbas Azam

CEQO

ar
r.
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L“'L Deputy Director ~ December 13,2017
L4l Securities and Exchange Commission of Pakistan - o —
t‘\)NIC Building, Jinnah Avenue, Blue Area S orrpECIV
(5(‘" fslamabad /B//\/ . ' %
by — \ /7
/ Dear Sir, Exploring appropriate options for First National Bank Modaraba ///

Please refer to your letter No.SC/M/PRDD/FNBIM/2017-252 dated December 06, 2017 on the
captioned subject.

/

_\J As informed earlier vide our email of Nov 14, 2017 we hereby reiterate that in compliance with
A the directives of the Registrar Modaraba contained in his letter of September 05, 2017 the
\ Board of Directors of the Management Company has written a formal lette: to the Board of
j Directors of NBP regarding the proposal of the Registrar Modaraba SECP along with various
% other options that have been evaluated by our Board.
(V)
',6_ In this regard, your letter under reference has also been forwarded to NBP’s Board for a
,4\ decision as required by SECP. The response from NBP’s Board is still awaited. We shall apprise
2 you as soon as we receive a response from NBP’s Board about its decision.
Z | -
a4 We continue to look forward for your support and guidance. N2
A Y
X 14

Best regards M/(/\
W ﬁ"’?
Abbas Azam

CEO

5th Floor, NBP RHQ Building, 26-McLegon Road, Lahore. Tel: (92-42) 99210641 - 70 Ext. 3526 - 99213249, 99213246, Fax: 99213247
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By Courier
SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN ‘1‘1
SPECIALIZED COMPANIES DIVISION G
POLICY, REGULATION AND DEVELOPMENT DEPARTMENT
{(MODARABA WING) x_
No. SC/M/PRDD-ADJ/FNBM/2018- (1O April 2, 2018

1. M/s. National Bank Modaraba 2. Mr, Abhas Azam,
Management Company Limited Chief Executive
through its Chief Executive, National Bank Modaraba
26-Mclegon Road, Management Company Limited,
Lahore. 26-Mclegon Road,
- Lahore.
K
P 3. Mr. Rehmat Ali Hasnie, 4, Mr. Khawaja Waheed Raza,
86 .
de . Director, Director,
ii‘%'—‘ ! National Bank Modaraba National Bank Modaraba
55- Management Company Limited, Management Company Limited,
u_; 26-MclLegon Read, 26-McLegon Road,
g_g Lahore. Lahore.
E? 5. Mr. Jamal Nasim, 6. Mr. Aamir Amin,

Director,
National Bank Modaraba
Management Company Limited,

Director,
National Bank Modaraba
Management Company Limited,

‘> 26-Mclegon Road, 26-Mclegon Road,
oo 1
= Lahore. Lahore.
D
X
£S 7. Mr. Muhammad Igbal Hussain,
N Director,
=t National Bank Modaraba
% Management Company Limited,
9 26-Mclegon Road,
< Lahore.
Subject: SHOW-CAUSE NOTICE UNDER SECTION 23 OF THE MODARABA COMPANIES

AND MODARABA (FLOATATION AND CONTROL) ORDINANCE, 1980 (“THE

MODARABA ORDINANCE")

WHEREAS, First National Bank Modaraba (“the Modaraba”} is'managed by National
Bank Modaraba Management Compir. Limited (“the Modaraba Company”) and the above
mentioned persors are the chief execut : e and directors of the Modaraba Company.

NLLC Building, } - nah Avenue, Blue Area, Islamabad.
10ug76, PABX: 9207091-4 Ext 3.. - Fax. No. 9100473, E-mail: jawed hussain@secs.gov.pk
o N Nt
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2. AND WHEREAS, the audited financial statements of the Modaraba for the last five years
summarized below, show that the Modaraba is running in losses for a consecutive period of five
years and accumulated losses of the Modaraba stood at Rs.277.62 million as on June 30, 2017

against the total Modaraka Fund of Rs.250 million, sufiscribed by the holders of the Modaraba
certificates.

| Year ended | June, 2017 | June, 2016 _June, 2015 | June, 2014 [ une, 2013
| . _Rs. in million

_Paid up Fund L 250 25¢C 250 250 250
_Profit/{ioss) for the year | (71.35) (53.84;, __ {122.317) |  {(34.21) (16.86}
Un-appropriated profits/ (277.62) (206.26) i (152.43) (30.25) | 3.95
(accumulated losses) 1 L L -
Accumulated losses in term of 111% 8% . 61% |  12%

percentage of Paid up fund e

3. AND WHEREAS, as per half yearly accounts of the Modaraba for the period ended

Qecember 31, 2017, the accumulated losses of the Modaraba amounted to Rs.276.60 million
which constituted 111% of total Modaraba Fund (Rs.250 mitlion), subscribed by the holders of
the Moda-aba certificates Hence, total modaraba fund has been eroded.

4, AND WHEREAS, the auditors of the Modaraba (M/s. Riaz Ahmad & Company, Chartered
Accountants), in their audit report to the members for the year ended June 30, 2017 have
drawn attantion to note 1.1 of the annual accounts, which state that the Modaraba is no longer
4 3going concern, therefcre, the financial statemerd; have been prepared on the basis of
astimated realiiable/ settlement values of assets an: liabilities respectively. This resulted in
recognition of additional provision of Rs39.074 millicn based on the subjective evaluation of
non-performing receivables. N

3 AND WHEREAS, the issue of financial condition of the Modaraba and accumulated losses
was taken up with the Modaraba Company multiple times. Initially, vide letter dated May 13,
2015, the Chief Executive of the Modaraba was advised to provide management’s plan for
stemming the losses and to enhance Modaraba’s equity. Later on, in a number of meetings held
with the Chief Executive and directors of the Moduraba Company, the worsening financial
nosition of the Modaraba was discussed. Despite providing sufficient time and opportunity, the
Muodaraba Company and its Board of Directors failed ~o arrest the losses. Besides others, the
options to revive the business operations and ameliorate the financial position of the Modaraba
through irjection of fresh equity or sub-ordinated funds or low cost funding from the National
Bank of Pakistan - the holding company (“"N8P”) were also discussed with the CEQ but nc action

was taken,
APrscen s e —. e et oo —_— S e
Se E?E\} N.I.C Building, Jinnah Avenue, Blue Area, Islamabad. i
Oog‘!?'t,ﬁu{)ﬂgﬂgdfg 9100476, PABX: 9207091-4 Ext, 385 - Fax. No. 9100473, E-mail: jawed.hussain@secp.gov.pk
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-6, AND WHEREAS, the Modaraba Company vide letter dated May 11, 2017 informed that
the Board of directors of NBP passed a resolution in its meeting held on April 21, 2017,
aufhorizing the Modaraba Company to «xplore appropriate options for achisving cessation of
business of the Modaraba and that of the Modaraba Company. The options may include but
not limited to winding up or merger or seeking expression of interest, as appropriate. The Chief
Executive of the Modaraba vide letter dated May 30, 2017 was advised to come up with an exit
strategy, approved by the Board of Directors and submit the same latest by August 15, 2017.

7. AND WHEREAS, the Board of Directors of the Modaraba Company vide [etter dated

September 5, 2017, followed by a remir der dated October 5, 2017, was asked to submit the

proposed exit strategy within 15 days. 1 e Board of Directors was also advised to consider “he
. option of merger of the Modaraba in to NBP in the same manner as NBP Leasing Limited was
(\., merged into NBP,

8. AND WHEREAS, the chief executive of Modaraba Company, vide his email dated
October 13, 2017 informed that the option of merger/amalgamation of the Modaraba with NBP
was discussed in a meeting of the Board of Directors of the Modaraba Company, held on
October 05, 2017, where among other things, pros and cons of the option were deliberated and
it was decided to write a formal letter to the NBP’s Board of Directors in this regard. The
Modaraba Company vide letter dated December 18, 2017 informed that the matter was
submitted to the Board of Directors of NEP and the decision was still awaited.

9. AND WHEREAS, since June 2015, considerable time has been granted to the
management of the Modaraba to come-up with a plan for equity injection through right or
otherwise, arrange subordinated loan from sponsors or to devise any other exit strategy.

w However, no concrete measure has been taken to decide the future course of action for the
Modaraba. As of the date the Modaraba Company has not conveyed the final decision
regarding exit strategy.

10. AND WHEREAS, section 23 of the Modaraba Ordinance inter alia, stipulates:

“23. Circumstances in which modaraba may be wound up by the Tribunal.- (1} A
modaraba shall be wound up bv the Tribunal on an application made by the Registrar

if- ...
(ii) in the case of ary modaraba, the Registrar has declared that:-
(b) the accumulated losses of the modaraba exceed fifty per cent of the
total amount subscribed by the holders of the Modaraba
%l&, 7, Certificates;...” o
3%@%
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11. AND WHEREAS, the accumulated losses of the Modaraba as of June 30, 2017 (Rs.277.60
million) and as per half yearly reviewed accounts as of December 31, 2017 (Rs. 276.60 million)
are more than 50% of the total amount subscribed by the holders of the Modaraba Certificates,
and have eroded 111% of the paid up fund of the Modaraba, 't appears that as a result of
erosion of the paid up fund, the viability of the Modaraba to continue its operations as going
concern is severely doubtful due to recurring losses and its continuously deteriorating financial
position. The auditor has already formed the same opinion on the basis of financial statements
of the Modaraba for the year ended on June 30, 2017.

12. NOW, THEREFORE, you are hereby called upon to show cause in writing within ten days
from the date of receipt of this notice as to why proc:edings for winding up of the Modaraba
should not be initiated in terms of section 23(1)(ii){b) of the Modaraba Ordinance.,

i3, You are hereby directed to appear before the undersigned on April 16, 2018 at my &
office at 5™ Floor, NiC Building, Jinnah Avenue, Blue Area, !slamabad at 10 A.M., either
pe-sonally or through a Rep-esentative.

14, If you wish be represented by a Representative, please ensure that the authorizing
instrument (a Board’s resolution on behalf of the modaraba company and power of attorney on
behalf of directors in their individual capacity) is submitted to this office along with your reply
to this notice on before 10.4,2018 . Please note that any reply submitted by a representativ

AHMED

Diractar

without an appropriate authorizing instrument should not be taken into consideration for the! Eg
purposes of the proceedings. Ea’
15 All documents submitted by you in support of the reply must be duly authenticated, 4
' )
16. The video link facilities are available in the office of SECP in the city in which your .
registered office is situated. In case you wish to avail this option please inform the undersigned
in writing on or before April 10, 2018 so that appropriate arrangements may be made in this

regard. oy
-
, ) L X

17. Please note that you will be liable under the law for any concealment of any evidence or &
misstatement made in response to this show cause notice. =
1

i8&. Please acknowledge the receipt of this not.ce through return fax at. the number Py

Sl

provided below, = E

= =

el = f =y

/ , _ =%

eputy Director ~ (Jawed Hussain) <

Securities/and Exchange i
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N.I.C Building, Jinnzh Avenue, Biue Area, Islamabad.,
Ph, 5100476, PABX: 5207091-4 Ext. 385 - Fax. No, §100473, E-mail: jawed.hussain@ secp.gov.pk
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April 10, 2018
The Registrar Modaraba

. , o i .

Securities and Exchange Commission of Pakistan e 3 '

NIC Building Jinnah Avenue Blue Area '

Istamabad /

Dear Sir, Show Cause Notice u/s 23 of Modaraba Companies and Modaraba (Floatatlon
& Control) Ordinance 1980 ﬂ( M

This is with reference to the notice vide your letter No.SC/M/PRDD-ADJ/FNBM/2018-110 dated
April 02, 2018 whereby the Management Company & its Directors have been called upon to
show cause in writing as to why proceedings for winding up of the Modaraba should not be  *

initiated in terms of section 23(1){ii)(b) of the Modaraba Ordinance and some specific dates
have been given seeking compliance,

While the Board of Directors respects the reference to the letter of law as above, but feels very
strongly that reasons for not initiating this extreme action need a careful appraisal at all ends.
Firstly, you shall kindly note that thg parent bank does appreciate the importance of this
business and has been debating on possibilities for injection of further funds for an early turn
around. This is a material & recent development. This important matter referred to NBP Board
after SECP’s observation, is now in their active consideration. it will, therefore, be only fair to
give some more time for the decision, which by all counts is not be an easy one.

Dynto 253 dalld 1 2-4:2612

- You would certainly appreciate that besides above there are several rational reasons for not

initiating winding up proceedings of the Modaraba at this point of time. We list some of the
major reasons as follows:

1. It has been pointed out that First National Bank Modaraba (FNBM) has been incurring
losses since 2013. The sole biggest reason of losses is the char'ge of provisioning to keep
FNBM in full compliance with SECP’s Prudential Regulations for Modarabas. It is
common knowledge that there is no easy recipe for early settlement of legacy issues
concerning the non-performing corporate clients mainly in the textile sector. On the
other hand FNBM’s small-ticket vehicle financing portfolio remained quite regular
throughout and as a result of which FNBM has been earning operating profits almost

Page 10f4 -
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~ National Bank Modaraba Management Company Ltd.

o (A Subsidiary Of National Bank Of Pakistan)

consiétently since 2013. We reproduce the table presented in the Para 2 of the notice
with figures of operating profits and provisioning added as under: ‘

YEAR ENDED JUNE,2017 | JUNE, 2016 | JUNE, 2015 | JUNE, 2014 | JUNE, 2013
Rs.  Inmillion

Paid up Fund 250 250 2501 - 250 250

Operating profit 16.57 12.32 {9.04) (1.69). 28.71

Provision / impairment (87.93) (66.15) (113.13) (32.53) (45.57)

for the year : L

Profit/(Loss) for the (71.35) (53.83) (122.17) (34.21) (16.86)

year

Un-appropriated (277.62) (206.26) (152.43) (30.25) 3.95

profits/ (accumulated

losses)

Accumulated losses in 111% 83% 61% 2% -

term of percentage of -

Paid up fund

2. We have filed recovery suits against all stuck-up non-performing accounts, and
maximum practicable Ieg*atlaitools, including filing of criminal complaints wherever
possible, are being exercised imsthis respect, The legal proceedings are at various stages
and under close follow up. A Committee of the Board comprising of directors has also
been dedicated to oversee the legal proceedings of these suits on reguiar intervals. The
Committee meets with dealing officials and the learned counsels regularly to monitor
recovery process. Moreover a detailed status of classified accounts and of legal
proceedings there against is reguiarly communicated to the SECP every month on their
prescribed format.

FNBM is, as a policy, desisting from doing fresh financing since June 2016 and is
primarily involved in realizing recoveries from performing and non-performing portfolio.
The strategy has worked for the Modarba and as a result the addition of new default
cases has stopped and the classified portfolio has been reduced to Rs.450 M in March
2018.

it may also be mentioned that as a conscious policy the FNBM has paid off all market
liabilities from its resources so as to keep its & parent’s image intact and to fend off any

pressure on the regulatory bodies. —

A'Il‘)IF EJAIZ) _AHhtdED
epu irector
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National Bank Modaraba Management Company Ltd.
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In case SECP were to apply the letter of law and initiate wmdmg up proceedings and
appoint a liquidator for realization of FNBM'’s assets it would then be doing the same
exercise that the management has started since last one year and a haif albeit through
hired resource totally unaware of the background. There is a real danger that with the
discontinuation of present efforts at FNBM level & NBP level, to bring FNBM back into
shape shall be frustrated probably forever,

SECP Proposed action would only make any difference if a liquidator can be appointed
who can expedite the legal cases and at lower per annum expenses. Except for
corporate overheads of running a listed entity, which we have already reduced to
minimum, there is little room for curtailing the expenses. A marginal reduction in
expenses may not make any material difference in recouping the value for the
certificate holders.

SECP, we earnestly hope, shall not take such risks and be well advised to follow the spirit
of law in ensuring FNBM’s gradual recovery as being worked out at its relevant forums.

3. In your letter of September 05, 2017 addressed to the Board with CC to the President

NBP you appreciated the fa® that general public has made investment in FNBM on the
basis of their trust in NBP;

QUOTE it will not be out of place to mention that the general public had made the
investment in the Modaraba keeping mind that the parent body on the back of the
Modaraba is National Bank of Pakistan, a bank owned and controlled by the
Government of Pakistan. In this way, the image of the Government of Pakistan is at
stake. It is therefore necessary t6 protect the interest of the certificate holders so to save
the image of the Government of Pakistan as well the Nationaf Bank. UNQUOTE

The Board of the Management Company redirected your said letter to the Board of
Directors of NBP vide a letter dated November 07, 2017 along with its own evaluation of
various options for the way forward . The letter was placed in the agenda of NBP’s
board meeting of November 30, 2017, but the matter was deferred for next meeting for
discussion. Since then the matter has regularly been b[aced on the agenda of NBP’s
8 A, Board Meetings. In the latest meeting a proposal by NBP’s management for injection of
&, reasonable funds was deliberated upon at length. As a result the Board assigned the
Az, task to one of its directors to present a report within 2 months on FNBM’s present
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i, @ National Bank Modaraba Management Company Ltd.

: . (A Subsidiary Of National Bank Of Pakistan)

situation and possible options to move forward. It is now expected to be discussed in
the Board meeting-likely to be held by end- April- 2018. |

In case NBP decides to inject reasonable funds so as to raise the book value of FNBM
beyond permitted limit, it shall avoid the applicability of Section 23. This would also be
in line with the spirit of your advice related to the image and support of NBP. With the
new funds and based on past experience a new business plan of investing in small ticket
vehicle financing is being considered. This will generate new income, which coupled
with reversal in provisioning from recoveries from classified portfolio in the due course,
is expected to generate enough profits within around next two years or so that payment
of cash dividends would hecome possible,

Kindly note that, this matter pertains to NBP’s subsidiary, NBP has to, therefore, follow
the SBP’s Regulations, wherein matters related to subsidiary of a bank have to be
decided by the Board. As such a major decision like winding-up, merger or
recapitalization of its subsidiary comes in the ambit of the authority of the Board of NBP
and needs due time.

As you had kindly acknowledged maour letter of Sep 05, 2017 that the certificate holders are
looking towards NBP for the safeguardhof the value of their investments. Now that the matter is
under the deliberation of NBP’s Board and a decision from the Board is expected within a
couple of months and based on other positive facts mentioned above, it may be in the best
interest of all the stakeholders that SECP revisits the initiation of winding up proceedings for
the time being and give reasonable time to NBP’s Board to come up with its decision.

In view of the above, kindly recall the notice and allow reasonable time for our final plans for
FNBM,

Regards

For and on Behalf of the Board of Directors

. 2

-y A L Y A-]I;IF Az p—
Abbas Azam ' eIty Direct
o cc‘cx.u-ns ssl géugf%xc?ql;nge
ISL'unabadakmtan
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The Registrar, &)C)(—) J‘_O‘\PMA?&GéSéLEg:?\/\%}\ FNBM/LHR/ 76.)
5. Modaraba Companies and Modarabas, - /q, RECEI\,{EE}\"{',‘T\ October 2, 2018 .
Securities and Exchange Commission of Pakistan ‘;5 D¢y \‘rj P A u’v
NIC Building, Jinnah Avenue, Blue Area w CT 2018 , 1 ©
Islamabad '
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S e
sy &
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.0.1 )( Application for approval for Recapitalization of First Natichal daraba by Rs. 300 m v f\){c %
{" e
In view of the accumulated losses in First National Bank Modaraba (hereinafter ‘the modaraba’), instead S*

c[((l of winding up the modaraba (as required by the Commission), our parent company National Bank of
k{ Pakistan has agreed to invest Rs. 300 million in the modara

ba at par, i.e. against new 30 million
%5/ modaraba certificates of Rs. 10 each.

We are thus writing to seek your approval under Rule 20 (b) of the Modaraba Companies and Modaraba
Rules 1981 for increasing our Modaraba Fund to the extent of Rs. 300 million by issuing 30 miilion new

modaraba certificates of Rs. 10 each at par to our parent com pany National Bank of Pakistan (NBP).

T N\

,Theﬂgﬂiw_gdar_abg_(;ﬂﬂﬁcaies—beiﬂg—issuedwﬂm&be offered to existing certificate holders as the
company plans to issue the said certificates to NBP othenrvi?é“ﬂﬁé'ﬁ—ﬁg‘hﬁtéwgngj_e_r___S_:_e_e_c.;ign 83{1}(b) of
Companies Act 2017, Even otherwise, in View of accumulated Tosses in the modaraba, no current )

ﬂ-/

modaraba certificate holders will be willing to subscribe at par. NBP’s subscription of Rs. 300m at par
will thus forthwith increase the existing value of current certificate holders.

The new Modaraba Certificates proposed to be issued to NBP shal_[ rank pari passu with the existing

certificates in all matters including the right to such bonus or right issue and dividend as may be
declared subsequent to the date of issue of the new Modaraba Certificates.

NBP has ahjeady intimated PSX about its decision to invest Rs, 300m in the modaraba. The company
further undertakes to comply with all the applicable formalities and requirements of PSX and CDC.

In view of above, we would really appreciate your approval for issuance af new_30 million_moradaba
certificates—at-part—to—NBP-otherwise than right. Upon receipt of your approval, we will proceed-to

complete the transaction at the earliest_ -

Deuo7dE ST 10- 2018

- We are enclosing a challan for Rs. 300,000, being the applicable fee for the said issue of modaraba
certificates under Clause X(9} of Seventh Schedule of Companies Act 2017.

Yours truly,
For and on behalf of Board of Directors

Abbas Azam
CEO

CC: Mr. Nazif Ahmed, Ahmed and Qazi &Co, Advocates & Legal Consultants

Grund&or. NBEP RHQ Building, 26-Mclagon Road, Lahore. Phone No: 99210641-70, Ext: 3528 - 99213249, 99213246, Fax: 99213247
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Annexures:
1. Balance Sheet of Modaraba for the last three years
2. Copies of SECP/your letters dated Sep 05, 2017, Oct 05, 2017, April 02, 2018, and May 28,2018
3. NBP Letter dated July 13, 2018 to PSX intimating about their decision to invest Rs. 300 million in
the modaraba
4. Extract of Management company’s board resolution approving issuance of 30 million modaraba

certificates at par to NBP otherwise than right

S
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%w cEce Challan [M-2018-108674
it} # v

; : Payinent, Challan 18v Page 1 of

g 02
Shew
.. [Bank Branch ‘| [LAHGRE, MCB - Nila Gumbad[176] Joate B1-10-2018 1
Account Title - Securities and Exchange Commission of Pakistan Account No. 183089871000097
lmm Registration No. 028051
¢+ [LIMITED - i
e e g 2R IRt Under Companies Act, 201 N e o
 CodeNo. | T deadefAssounts T T T T T et ey
’ 1051 f Registration Fee for New |Incorporation
61053 Filiny Fee T
; 81055 . Moriagages / Charge Registration
61054 | Additional Flling Fee
61056 ; | Availability of Name Fee
61057 " | Copying Fee T
61058 : | Inspection Fee
61069 | |License Fee- U/S 42/ Renewsl Fea
61060 ; | |Application Fee 300000.00
- 61063 1 | Application for extention in AGM T
61062 & ' | Miscellaneous Fee (Pls. Specify) S
51052 © | Enhancement of Capital Fee (Form - 7}
61061 " | App=al/Complaint Fee
61064 - | Apptication for Capital issue /S 86 |
61063 || Appiication for extention in AGM ]

-y
CLD Penalty . ‘ Y

Penalty imposed by Enforcement

; 24071

24075

52403 * | Bank Collection Charges (To Be Paid By Applicant)

_ Total

Payment Details. |
Cheque No. ; »
Drawn On . A, L
Rupees {in words) _ [Three Hundred Thousand Twenty Five Rupess Only v/’ VT
Name of Deposltor o

Depositor Signature [Teiler Signature & Bank Samp mﬂm

a. Paymant may kindly he deposited in the bank withii a menth of the date appearlng in date column of challan.

b. Photocopy of the challan shall not be entertainr-d, kindly print separate chalians for each company/ Form,

¢. Cutting and erasing of any field on challan is n- t alowed.

d. Challan number and amount of money depositad mist be clearly legible on a printed challan,

e. If system erronecusly generates a chaflan withovut company name or challan No. then kindly do not deposit that challan
into bank and contact concerned CRO.

http://challan.secp.gov.pk/manualChalnGenrator/main.faces 10/1/201




No. SCOIM/PRDDFNBM/2017- 24T -Isiamibad, September 05, 2017

1. Rehmat Ali Hasnie ‘ﬁ./ Mr. Abbas dazim,
‘Directot, Chief:Executive, .
Nafiofial. Bank . Modaraba. Manageniont “National “Bank ‘Modardba Mana.gemem
N .Compmytmnmd "26:Mclsgon Road, DompanyL mtad;ﬁﬁ-McLsgnn Rﬂﬁd,
3o Khawaja: Walwe.d..R&za. 4. .:_I\.{'tf..?ikamirrf\mills.'
E:rector., . Brector,

ibd Mansgement

amai A'N&s'im‘,' - 4. Mr Muhammadlz}iml Hnssam.

- ‘Bi‘rac.uot, ;
S ‘Natipnal. Bark Modgrabe Management ‘Natmna] Ban‘k Modamba;Mmagemmt
’Company lemﬂ,zsmctzgon Roat, “( ‘ oady . -
= thcrc B

4 Theiposition. st segird’io formuilation of exit stmizegy'for cessation-ofihe business of First
- Naitioni! Bafik Modarabe Lonveyed by you is ﬁxsappoinmgaﬁiﬂost »0f theseontents-of the letter under
N fefarmo&are e:themepetﬁmn «of earfier mrrespondence ar; ure]av:mL

3, You Ty recull that: in your méeting held wwith the- 1mdersrgned ’on 252007, the. ’ The Fiseneial, e
. perfnﬂnanami“ F:rstNmnnal -Hfinlt Modtaba was discussed: mndetml anmfnﬂomngmomnon wasnoted:

ey T——T

Ppge. 10f3)




.
' I’artlcnlars RY;;;?“S—
| Totmssets | _581s4 1 0344k :
| Tt Bty 57:66 '81:69 i g | 38977 . 3374
-Tam1;opemnng&umcr 10886 | 31437 451 40 | 55842 | 567.09 | B05E2 . #7356
income : B : _. | L -
Neprofeloss)afier | (30:03) | (53:83) : (1217) 3421) | (16.86) | 2764 | 30867 -
ﬁihﬂﬁp'gﬁf(loss}gaer G20) | (2.15) | (489) | 43D €060 | 1.1 123
: Remm onnscets (%} (4.40) {2:01), . 1.42
: 1555 124009 0 1 : 902,
AT %) TR BT s o2 0D
"’_ﬁmppmprﬁieﬂ?fﬁﬁt? T3630) | (306.36) | (L15243) | 4371
.-; :Annumulated lass} ‘ _ |
: _5?3@5@3‘}3:4‘5;"25‘1‘53?195 RLOZ AT e F0
Aciumimed Joss | 1694 | 6402 B o] — ] = 1 = ‘
(net . B
of -reserves) as % of
: pmd ap.<apital of Rs. , _ : Y ‘

4 Itwas: ncmced -with concetnihatas. per.haﬁycar ,y:pewew

" paid:outto the-certificste holders sines FY2013.

5, - Fhes classiﬁed'pomoho of the Modurabe reported 1o be’RsﬂRﬁﬂG miflion: agaﬂbecamberil,aﬂiﬁ,{ -

whichwas50.44% «of gross agsers while the: classitied-assets act of provisions were 382: 3% oFeuityas
of Decenitier 31, 201%. : o .

| 'the financigh mdmam:show:nga oentmuousﬂeq]mmgmd L ;__ -

e

6. Thie: gist-ofthe above isthatal
imrsréﬁn;mci’al:-.posi'ﬁon;af.theimodmba

s

. Jn*ﬂlmmeeung,m sightof wotsening financiél peﬁonnaneq you 'wmg:m Jiﬂays’ fime:to-come
videryouelotrer-dated: 1T it had soughrfitheriitie

up -.wth am exil srategy. In fesponse thereof;vo,
upto piiddie of ;Ai_igf,lsliﬂl'i With & firm commimmentofproppsing:the most s suitable ognon Your requcst.

swagpcceded tb'!dégpite,the‘ﬁgtﬂmfﬁrm Nahoual>Butrk Madmaba WAz noL dmn,gany busmess, 1he iml.dm;,




- '1 - ccimpanylﬁat‘ional ‘Bank of Pakistan had already decided the cessation: of business of the Modarsba-and o j
' ' there :vgs,_ 1_13 ._]usnﬁcatmn of ticiaym&lhe (h‘:l!‘ibl.ltlon ﬁ’fnsscts e ﬂ:cc&rtu.f‘ oatc.lwlders._ - . A
8. However, yoo- haveﬂatyat aken a basic decision whether: the Mddaniba sho:ﬂd ‘e wound up or.
_ wrgod mto any-othet Modériba or it:shouid be gwenm somig other management: onmparly You dre sul!
. in'the:phasé of appointing i finéncial consultant 10 «caiTy out the valuation of the:assets, whigh shows oh-
serious-attitude of the Board of Directors o7 the modaraba company. In fact vou have losl period of four

. months-(153uly-10.15 August 2037} just for nothing,

- ~
&

9, Yau:roay note Ahm-First Mational Bank Modarabe is not-doing:any husmess fer a: long tirnes and '

there 15 necd ln;l:stnbute the aviilable assets amongst thi: cemf cave holders 8 qulcl\lyas issible, Every

mnmsdnyahall mdcs‘iheecqmgmfthv ‘Moduraba'and:sonseliibi ; &:-,:%;ﬁ"‘ %p}ji,f% e e .
-mvesﬁncntﬁ the-certificue: ‘holders,

S1; Tewilbnot beout of place 10-mention that:the general public had. mnde. the: investment in'the
‘Modariba keeping mind that the:parent body:on therback- ofﬂteMadaraba is Naumalﬁmk of] Pak:s{an,

_ bank owned-und controlled by the: Govermnent of Pakistan, l’u"thxs ways: the 1mage uf ﬂre{imumcnt.a?
Pakistan i at stake-it is-therefore necemry “to: protstihe intertst af oo 3
Elmagwﬁﬁlheﬁovmﬁbhvo; ﬁk}smh’hs mll'.’&le-ﬂiﬁ il Hiahdertolas

' -bf'dmctots of the quataba compay ns well 'ihetbcard of Nationat ‘Bank may. cmmder theé: merger oi'thc

-Modam“ba mlo Nauonni Bmi_lm:.samamanwatha;.‘ SEhns ;

1 Yow are hereby direcied to immediately call a moctmg ofthie-board:of - directors wf ihe'Ma&ambzr -
company- w:ﬂwut further delay and approach'the Board of directors-of Nationa! .Baﬁk 'lmmn.udcr therabnve
proposdt sothal an immediate Telief is provide to° ‘thecertificate holders-ol-the Modumbn >

‘Modarsba"Companiesand Modarabs. ..

e

Copy10:

ThiePgesident,
- NNaticial Batik-of Pakistan
Head Office
Karsichi ‘
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SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
.,  SPECIABAZED COMPANIES DIVISION
POLICY. REGULATION AND DEVELOPMENT DEPARTMENT

CEep ’ ._MODARABA WING)
No. scmwrmﬂfﬁﬂbma13'-,,17{"1 Islamabad. Dctober 05, 2017
i, Rehmat Al Hasnie,. 2. Mr. Abbas Azam,
Direcior, Chief Execitive
National -Bask ‘Modariba Management National Bank Modaraba Management
Compeny Limited, 26 vicLegon Road, . Company Limiged, 26- MeLegon Road.
Lahare. S Lahore. '
1. Khawsaja Walieed Raza, 4. 'Mr.A&mir: Amin,
Director, Direttor,
Natjonal Bank “Modaraba Managemern Natipat Bank - Modaraba Management
Company Limited, Compiny Limited, 26:Mclegon Road,
26-McLegon-Road, Lahore,
Lahore.
5. Mr. Jamal Nasim. 6. Mr. Muhammad lqbalHussain,
Director, _ _ Director,
Natiopal Bank WModarabe Wanagement National Bank Modaraba Management
Company Li mited, 26-MeLegon Rond, Coinpany Limited, 26-McL.egon Road,
Lahore. " Lahote. "

Please refer1o our Tetter ﬁated September 03,2017 on ;hssqapj;i_aned.'subiect*fcepy-‘attath'edj.

2. Ve Have hot heardanything on the aforesaid matter gespits Japse o one month. ¥ou are hereby
called upoﬁ to submit -y@urfcspon—sc-regardin g-‘mergerlamalgmnzitian of FNBM with NBP within. 2 period

of sewven &ag&s‘, positiv@}y.

NIC Building, Jinnah Avenve, Blue-Areaisiamabad.

PABXrgEoPogi-y B350 Fax. No.g1B5o, E-mail: atif.eiaz@secg.gov.pk

Ve
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y By Courier
- SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
.. SPECIALIZED COMPANIES DIVISION
POUCY, REGULATION AND DEVELOPMENT DEPARTMENT
(MODARABA WING)
No. SC/M/PRDD—ADJ(FNBMROIS— o ‘ April 2, 2018
1. M/s. National Bank Modaraba 2. Mr. Abbas Azam,
Management Company Limlted Chief Executive
through its Chief Executive, National Bank Modaraba
26-Mclegon Road, . Management Company Limited,
Lahore. 26-Mclegon Rdad,
: : : Lahore,
3. Mr. Rehmat Ali Hasnie, 4. Mr Khawaja Waheed Raza,
Director, Director, )
National Bank Modaraba National Bank Modaraba
Management Company Limited, Management Company Limited,
26-Mclegon Road, 26-Mclegon Road,
Lahore, Lahora,
5. Mr, Jamal Nasim, & Mr. Aamir Amin,
Director, _ Birector, .
National Bank Modaraba National Bank Modaraba
Management Company Limited, : Management Company Limted,
26-Mclegon Road, 26-Mclegon Road,
Lahore. ' ‘Lahore,
7. Mr. Muhammad ithal Hussain,
Director,
Matlonal Bank Modaraba
Management Company Limited,
26-Mclegon Road,
Lahore,
Subject: SHOW-CAUSE NOTICE UNDER SECTION 23 OF THE MODARABA COMPANIES
AND MODARABA FLOATATION AND CONTR ORDINANCE, 1880 {“THE

MODARABA ORDINANCE*]

'WHEREAS, First National Bank Modaraba {“the Modaraba”) is managed by National
Bank Modaraba Management Company Limited (“the Modaraba Company”) and the above
mentioned persons are the chief executive and directors of the Modaraba Company,

N.I.C Bultding, linnah Avenue, Biys Areg, slamabad.
Ph. 3200436, PABX: 82070914 Ext. 385 - Fax, Na, 9100473, E-mall: lawed hussain@sarg.gov pk
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2. AND WHEREAS, the audited financial statements of the Modaraba for the las
summarized betow, show that the Modaraba is running in losses for a consecutive per
years and accumulated losses of the Modaraba stood at Rs.277.62 million as on June
against the total Modaraba Fund of Rs.250 million, subscribed by the holders of the M64
certificates. '

Year ended June, 2017 | June, 2016 [ June, 2015 _| June, 2014 | June, 2013
Rs, in million

‘Eid up Fund 250 | 250 250 | 250 2%\
Profit/(Loss) for the year (71.35) | (53.83) (122.17) {34.21) (16.86) |
Un-appropriated profits/ (277.62} ‘ (206.26) {152.43) {30.25) 3.95

{accumulated losses}

Accumulated losses in term of 111% \ 83% 61% 12%

percentage of Paid up fund l

- B

3. AND WHEREAS, as per half yearly accounts of the Modaraba for the period ended
December 31, 2017, the accumulated losses of the Modaraba amounted to Rs.276.60 million
which constituted 111% of total Modaraba Fund (Rs.250 million), subscribed by the holders of
the Modaraba certificates. Hence, total modaraba fund has been eroded.

4, AND WHEREAS, the auditors of the Modaraba (M/s. Riaz Ahmad & Company, Chartered
Accountants), in their audit report to the members for the year ended June 30, 2017 have
drawn attention to note 1.1 of the annual accounts, which state that the Modaraba is no longer
a going concern, therefore, the financial statements have been prepared on the basis of
estimated realizable/ settlement values of assets and liabilities respectively. This resulted in
recognition of additional provision of Rs39.074 million based on the subjective evaluation of

non-performing receivables.

5, AND WHEREAS, the issue of financial condition of the Modaraba and accumuliated losses
was taken up with the Modaraba Company multiple times. initially, vide letter dated May 13,
2015, the Chief Executive of the Modaraba was advised to provide management’s plan for
stemming the losses and to enhance Modaraba's equity. Lateron,ina aumber of meetings held
with the Chief Executive and directors of the Modaraba Company, the worsening financial
position of the Modaraba was discussed. Despite providing sufficient iime and opportunity, the
Modaraba Company and its Roard of Directors failed 10 arrest the losses. Besides others, the
options to revive the business operations and ameliorate the financial position of the Modaraba
through injection of fresh equity or sub-ordinated funds or low cost funding from the National
gank of Pakistan - the holding company ("NBP") were also discussed with the CEQ but no action

was taken.

o s Ao et AT e e b o AT A Tt YT

et i . s
- N.L.C Building, Jinnah Avenue, Blue Area, Islamabad.
Ph. 9100476, PABX: g207091-4 Ext. 385 - Fax. No. 9100473, E-mail: Lza_w_ed.hussain@secg‘gov.gk
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.. g. AND WHEREAS, the Modaraba Corrpany vide letter dated May 11, 2017 informed that
the Board of directors of NBP passed a resolution in Hs meeting held on April 21, 2017,
authorizing the Modaraba Company to explore appropriate options for achieving cessation of
business of the Modaraba and that of the Modaraba Company. The options may include but

N not limited to winding up or merger or seeking expression of interest, as appropriate, The Chief
Executive of the Modaraba vide letter dated May 30, 2017 was advised to come up with an exit
strategy, approved by the Board of Directors and submit the same latest by August 15, 2017,

7. AND WHEREAS, the Board of Directors of the Modaraba Company vide ietter dated
September 5, 2017, followed by a reminder dated October 5, 2017, was asked to submit the
praposed exit strategy within 15 days. The Board of Directors was also advised to consider the

optian of merger of the Modarabs in to NBP in the same manner as NBP Leasing Limited was
merged Into NBP,

2 AND WHEREAS, the chief executive of Modaraba Company, vide his emall dated
October 13, 2017 informed that the option of merger/amalgamation of the Modaraba with NBP
. was discussed in 2 meeting of the Board of Directors of the Modaraba Company, held on
October 05, 2017, where among other things, pros and cons of the option were deliberated and
It was decided to write a formal letter to the NBP's Board of Directors.in this regard. The
Modaraba Company vide letter dated Decernber 18, 2017 Informed that the matter was
submitted to the Board of Directors of NBF and the decision was stili awaited,

9. AND WHEREAS, since June 2015, considerable time has been granted to the
management of the Modaraba to come-up with a plan for equity injection through right or
otherwise, arrange subordinated loan from sponsors or to devise any other exit strategy.
However, no concrete measure has been taken to decide the future course of actien for the

i " Medaraba. As.of the date the Modaraba Co}npany has pot conveyed the final dedision
regarding exit strategy.

10.  AND WHEREAS, section 23 of the Modaraba Ordinance inter alia, stipulates;

“23.  Circumstances in which modaraba may be wound up by the Tribunal.- (1) A
modaraba shall be wound up by the Tribunal on an application made by the Registrar
i~ ..

(i3 in the case of any modaraba, the Registrar has declared that:-

(b} the accumulated losses of the modaraba exceed fifty per cent of the
total amount subscribed by the holders of the Modaraba
Certificates;..."

N.LC Buliding, Hinmah Avenue, Blug Area, Isizmabad.
Ph. 91D0A76, PADX: 82070314 [xt, 385 - 7ax. No, 9100473, E-rait: [awed hyssain@sech.cny ok S
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11,  AND WHEREAS, the accumulated losses of the Modaraba as of fune 30, 2017 {Re.277.60
million} and as per hialf yearly reviewed account; as of December 31, 2017 (Rs. 276.60 million)
are mare than 50% of the total amount subs.ribed by the holders of the Modaraba Certificates,
and have eroded 111% of the paid up fund of the Modaraba. It appears that as a result of
eroslon of the peid up fund, the viability of the Modaraba to continue its bperations as going
concern is severely doubtful due to recurring losses and its continuously deteriorating financial
posltion. The auditor has already formed the same opinion on the basis of financial statements
of the Modaraba for the year ended on June 30, 2017, :

12. NOW, THEREFQRE, you are hereby called upon to show cause in writing within ten days
from the date of receipt of this notice as 10 why proceedings for winding up of the Modarzha
should not be Initiated in terms of section 23(1)(u)(b} of the Modaraba Ordinance.

13, You mre hereby directed to appear oefure the undersigned on April 16, 2018 at my
office at 5% Floor, NIC Bullding, Sinnah Avenue, Blue Area, Islamabad at 10 A.M., either
personally or throggh a.Representative,

14. if you wish be represented by a Representative, please ensure that the authorizing .
instrument (a Board’s resclution on behalf of the modaraba company and power of attorney on
behalf of directors in their individual capacity) is submitted to this office along with your reoly
to this notice an before 10.4.2018 , Please note that any reply submittet by a representative
without an appropriate authorizing instrument should not be taken into constderation for the
purposes of the proceedings.

15. Al documents submitted by you in support of the reply must be duly authenticated.

16.  The video link facilities are available in the office of SECP in the city in which your
registered office is situated. In case you wish to avall this option please inform the undersigned

in writing on or before April 10, 2018 so that appropriate arrangements may be made in this
regard.

17, Piease note that you will be liable under the faw for any concealment of any evidence or
misstatement made in response to this show cause notice. ; ‘

18.  Please acknowledge the receipt of this notice through return fax at the number

provided below, E %

{Jawed Hussain}
Registrar
Modaraba Companies and Modarabaz

————

] " N.LC Buildimg, Jinnah Avenue, Blue Ares, Islamabad.
Ph, 810047¢, PABX: S207091-4 Bxt, 385 - Fax No, 2100473, E-mail! jawed.h inf>sos
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SECURITiES AND EXCHANGE : (\OMMISSION OF PAKISTAN
SPECIALTZED COMPANIES DIVISION
POLICY REGULATION A.ND DEVELOP,M'_ENT DEPMWT

e D M.( V NG e e e e

No. SC/M/PRDD-AD]/FNBM/2018- 1°571 ) : May 28, 2018

: : y
1. M/s, Natonal Bank Modaraba 'g Mz, Abbas Azam,
Management Company  Limited Chief Executive
through its Chief Executive, . National Bank =~ Modaraba
26-McLegon Road, Management Company Limited,
Lahore. ~ 26-Mclegon. Road
’ Lahore.

3. Mr. Rehmat Ali Hasnie, 4 Mr Khawa_}a Waheed Raza, - :
Director, - ARG T TIRI e T -
National Bank Modaraba ' Nahonal\ kBan'k Modaraba
Manageément Company Limited, Management Company Limited,
26-McLegon Road, 26-McLegon-Road,
Lahore. .. Lahore. ™

3. Mz, Jamal Nasim, 6. M. Aam:r Amin,
Director, * * Director, )
National Bank ° Modaraba National - Bank Modaraba
Management Company Limited, Management Company Limited, _
26-McLegon Road, 26-McLegon Road, ¢
Lahore. Lahore '

7. Mr. Mahammad 1 balHussam, ' 8. lamzﬂsBa BT o e me—t

: Direetar, ~ _‘__‘3 SRS =T = T T Dijrector,s - .qn :
Natiorsal Bank Modaraba Nafional . : Bank Modaraba i
Management Company Limited, ' Management Company Limited, -
26-McLegon Road, 26-McLegon Road,

Lahore. Lahore,
Subject: FINAL HEARING IN THE MATIER OF SHOW-CAUSE NOTICE DATED

APRIL 2, 2018 ISSUED UNDER SECTION. 23 OF THE MODARABA
COMPANIES AND MODARABA (FLQATATION AND <CONTROL
ORDINANCE, 1980 (“THE MODARABA ORDINANCE”

Whereas, in the. heanng before the Registrar Modaraba held on May 2, 2018, in the matter
- of show catsse notice “dated April 2, 2018, the Board 6f Directors of National ‘Bank Modaraba
Management Comparnry Limited {(INBMMCL) had informed that the parent company of NBMMCL

—

) N.I.C Buiflding, J‘i-n'na_h Avenue, Blue Area, Islamabad. .
Ph. 93100479, PARX:§207091-4 £xt. 233 - Fax..No, 51004 73, E-mail: shahid.mahmood@secp ROV, pX




- namely National Bank of Pakistan {NBP) is interested to revive Frist National Bank Modaraba
- @ and willing to inject Rs.300 millior in the equity of Frist National Bank Modaraba.

2 And whereas, the Board of NBMMCL had givep an assurance to the Registrar Modaraba
for submission of a fitm commitment from the National Bank of Pakistan (NBP) before the month
of Ramadan for ihjecting Rs.300 million in the equity of Erist National Bank. Modaraba, On the
basis of the said assurance and as requested by the Modardba Company and its Board of
Directors, further proceedings in the matter were kept in abeyance till the start of the month of
Ramadan. - N :

3. And whereas, through an email dated May 17, 2018, received from the Chief Executive of
the Modaraba Company, it was.informed that the matter tegarding the recapitalization of the
Modaraba had been moved through direilafion to the NBP Board Members and that Board of
Directors of NBP would like to deliberate upon this matter in the upcoming Board Meeting rather
than by circulation. N :
3. Andwhereds, fitough afetutreinsiiby this affice dated 21 5.2018; #was informed fothe

Chigf Executive that that matter carmot be lingered on for an indefinite time and he was advigad — - .
to act proactively to seek the decision of NBP on recapitalization of the Modaraba, as promised

by the Board of NBMMCL in the hearing held on May 2, 2618. He was further advised for an

immediate resporise butnot later than May 25, 2018. He wasfurther advised to provide acertified

copy of the circular resolution sent to the Board of NBP, by retutn email but the said email has

not yet responded by the Chief executive or-arty of the members of fhe Board of NBMMCL.

4. And whereas, any of the member of the Board of NBMMCL or its chief executive failed to
furnish the requisite document containing the firm commitment of NBF for the injection of Rs.300
million in the equity of Frist National Bank Modaraba within the timieline promised by them and
even till date. ' ’ '

e —

—

5. Now, therefore, final hearing of theisubjec't' show cause is fixed on June 5, 2018 before the
Registrar Modaraba in his office at 5t Floor, NIC Buiiding,jirmah Avenue, Blue Area, Islamabad
at 10 AM. You are heréby called upon to appear before the Registrar Modaraba on the given )
date and time, either personally or through an authorized representative. Please ensure that the
authorizing instrument {a Board's resolution-ua behalf of the Mod_a}aba Company or power of
attorney on behalf of directors in their 'mdiv‘idual-capacity}aié submitted to this office prior to the
date of hearing. .. '

Yours traly,

Additional Director

N.LC Building, Jingah Ave nue, Blue Ares, Islamabad.,
Ph. 9100479, PABX: 9207091-4 Ext. 233 - Fax. Nr. 9100473, B+mail: shahid.mabmond@secp.aov.ok
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1t AND WHEREAS, the accumulated losses of the Modaraba as of June 30, 2017 {Rs.277.50
million} and as per half yearly reviewed a-:counts as of December 31, 2017 (Rs. 276.60 m llion)
are more than 50% of the total amount su2s=ribed by the holders of the Modaraba Certificates,
and have eroded 111% of the paid up fund of the Modaraba. It appears that as a result of
erosion of the paid up fund, the viability of the Modaraba to continue Its bperations as going
concern is severely doubtful due to recurring losses and is continuously deteriorating financial
posltlon. The auditer has already formed the same apinion on the basis of financial statements
of the Modaraba for the year ended on June 30, 2017. '

12, NOW, THEREFORE, you are hereby called upon to show causea in writing within ten days -
from the date of receipt of this notice as to why proceedings for winding up of the Modaraba
should not be Initiated in terms of section 23(2Hi)(b) of the Modaraba Ordinance.

13, You are hereby directed to appe.r b2fore the undersigned on April 16, 2018 ai my
office at 5% Floor, NIC Bullding, linnah Avenue,. Blue Area, Istargabad at 10 A M., either
personadly or through a.Representative.

14, If you wish be represented by a Representative, please ensura that the authorizing
Instrument (a Board's resolution on behal? of the modaraba company and power of attorney on
behalf of directors in their individual capacity) ls submitted to this office along with your reply
to this notice on before 10.4.2018 . Plaase note that any reply submittet by a representative
without an appropriate authorizing instrument should not be taken into consideration for the
purposes of the proceedings.

5. Al documents submitted by you in support of the reply must be duly authenticatec.

16.  The video fink facilities are available in the office of SECP in the city in which your
registered office Is situated. in case you wish to avail this option piease tnform the undersigned

in writing on or before April 10, 2018 so that appropriate arrangements may be made in *this
regard.

17.  Please note that you will be liable unde: the law for zgny cenceaiment of any evidence or
misstatement made In response to this show cause notice. ;

18.  Please acknowledge the receipt of this notice through return fax at the number
provided below. '

s

{tawed Hussain)
Registrar
Modaraba Companies and Modaraba

] " N.L.C Building, linnan Avenue, Blue Ares, Islamabad.
Ph, 9100476, PABX: 8207091.4 £xt. 385 - “ox, Mo, 5100473, E-mail: jgwed.hugtdin®sose.gov ik
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namely Nationat Bank of Fakistan (NBP) 18 mte_* gted o revive Frist. National Bank Modaraba
and wﬂhng to m]ect Rs.300 aidlionin the equity ©f Frist National Bank Modaraba.

2 And whereas, {he Board of NBMMCL had givenan assurance o the Reglstrar Modaraba
for submissinn ! of afirm copmitment from the N-tional B Bank of ¥’ Paldstan (NBP) before the month
of Remadan for imjecting Rs:300 million ¥ the equity of Frist National Bank. Modarata. On the
pasis of the sald assurance and as requested by the Modaraba Company and its Board of
Directors, further proceeding® in the mattex Were kept In. abeyance. 1 the start of thie month of

Ramadan.

3. And whereas, &Lrough an email dated May 17,2018, received from the Chief Executive of
the Modaraba Company, it was informed. that the matter 1eg2T ding, the tecapxtahZauon of the
Modaraba had peen moved 4 through cireulafion to the NBP Board 4 Members at d fhat Board of
Duectors of NBP would like 1® deliberate upon this matter - the upcoOmIng Board Meetmg rather

Chief Execuﬁve-‘that‘ mat'matter Cannot be hngered on for anindehml e fme d | he was advxse‘d' e
to act pr.dac-tively-‘-—tc. seek the decision of NBP on recapitalization on of the Modaraba, 25 prom:.sed '
by the Board of NBMMCL in the hearing hidld on May 5, 2018. He was carther advised for an
immediate 1€5pOOSE butnot later thanMay 2% %, 2018, He'was further advised t0 promde ace
cOpY of the circular yesolution gent to the Bo‘ard of NBF, by return € email but thie said: email has
not yet responded by the Chlef executive orarty of the membets © of the Board “of NBMMCL.

4. And whereas, axry of the member ofthe Board of NBMMCI.. or its chief executive fa;led to

furmish the requisite document containing the firm commitment: of NBP for the injection of Rs300 -
million in the equiry of Frist Natmnal BankModaIa’ba within the tmeline prommed by them- and R
even till date.

© - .
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5. Now, therefore, final hearing of the sub]ect ghow cause 15 ‘fixed on JuneS: 2018 pefore the .
Registral Modaraba in his office at 5% Floox, NIC Building; ]mnah Avenue, Blue Area, Islamabad

at 10 AN You are hereby called upon o appear pefore the Registrar Modaraba 0 the given '

date and Hme, either personallv or through an authorized rregresentahve. Please ensure that the
authorizing ‘{nstrament (@ Board's resolution-on behalf of &1&‘ Modarabe Company ot power of
attorney on behalf of directors in theil individual capacity) I ;s submitted 10 il office prior 1 the

date of hearing. a

N.1.C Building, jlnnah Avenue plyeAred, \siamabad
Ph. 9100479, pABY: g207081- A Ewe 233 Fax 100473 gomiails shahid. mahmood@s;e_g_p.gw.gk
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July¥ 2018,

The General Manager
Pakistan Stock Exchange Lid
Stock Exchange Building
Karachi.

Dear Sir,

DISCLOSURE OF MATERIAL INFORMATION

In accordance with Section 15D of the Securities & Exchange Ordinance, 1969 read with
Clause 5:6.1 of the Rule Book of the Exchange, we hereby convey the following :

- The Board of Dircctors of National Bank of Pakistan (the "Bank™) in it meeting held on

Tune 22, 2018, regolved that 1ts earlier decision intimated vide Notice to Pakistan Stock

N Exchange (HO:SBOD:1037, dated April 21, 2017) regarding National Bank Modaraba

: Vanagement Compaiy Limited (the “Company ), 3 wholly owned subsidiary of tbe

Bank and First National Bank Modaraba (the “)Modaraba”), being the Modaraba managed

by the Company has been reviewer aud reversed. The Board of Directors of the Bank

_has further resolved that the First National Bank Modaraba (the “Modaraba"} <hould be

recapifalized subject to approval of its Regulators (i.e. SECP & PSX) with Rs. 300
million at Rs. 10 per certificate to enbance its paid up capital.

A disclosure form as required undex S.R.O. 143(1)/2012 dated December J. 7012 read
with Section 131 of the Securities Act, 201518 also enclosed as Annexure A. :

Y ours Sincerely

Pl
S. M. ALI ZAMIN
Secretary (Board)

/ e
Secretary Board of Directors

p ~ NBP, ond Floor, Head Ofice, 11, Chundrigar Road, WKaracht Ph: 89220224 Fax: 99220239
. Website: www.nbp.corm.pk




ANNEXURE A
DISCLOSURE FORM

IN TERMS OF SECTIONS 96 AND 131 OF THE SECURITIES ACT, 2015

Name of the Company National Bank of Pakistan ' -
Head-Office, I. I. Chundrigar Road, Karachi

Date of Report July 13,2018

Contact Information Mr. Renhmat Ali Hasnie _

SEVP, investment Banking Group

National Bank of Pakdstan

Head Office, 1. 1. Chundrigar Road, Karachi
Telephone Number: [021] 992208%1-2

Fax Number: [021] 99220953 « S
Email Address: rehmat.hasnie@nbp.com.pk .

~

Please mark the appropriate box below (see General Instruction A.1 below before filing the
details). ~

~ ~

Disclosure of price sensitive/ inside information-by listed cmﬁbanv.

Public disclosure of price sensitive / inside mformauon which dtrectly concerns the hstcd
securitics.

The Board of Directors of Nationa! Bank of Pakistan {the "Bank™) in its meeting held on
June 22, 2018, resolved that its eariier decision intimated vide Notice to Pakistan Stock
Exchange (HO:SBoD:1037, dated Apm 21, 2017) regarding' National Bank Modaralia
Management Company Limited (the * Company”} a wholly owned subsidiary of the
Bank and First Nationa! Bank Modaraba (the “Modaraba™), being the Modaraba managed
by the Company has been reviewed and reversed. The Board of Directors of the Bank
has further resolved that the First Naticnal Bank Modaraba (the “Modaraba™) should be
recapitalized subject to approval of its Regulators (ie. SECP & PSX) with Rs. 300
million at Rs, 10 per certificate to enhance its paid up capital.

The company has duly caused this form - statement to be signed / on its behalf by the
undersigned hereunto duly authorized.

Mr.
REVP, Investment Banking Group
Natiopal Bank of Pakistan

mat Ali Hasnie
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2 National Bank Modaraba Management Company Lid

Rl (A subsidiary Of National Bank of Pakistan)
EXTRACT OF RESOLUTION PASSED BY BOARD OF DIRECTORS OF NATIONAL BANK
MODARABA MANAGEMENT COMPANY LTD ON OCTOBER 2, 2018 BY CIRCULATION

RESOLVED that 30 million new Modaraba certificates of Rs.10 each at par of total value of
Rs.300 miltion in its Modaraba namely, First National Bank Modaraba, be issued to Company’s
holding company National Bank of Fakistan otherwise than rights under Section 83(1)(b) of
Companies Act 2017, subject to prior approval of Registrar Modaraba Companies and
Modaraba, SECP.

FURTHER RESOLVED that the CLQ is authorized to deal, sign, execute all necessary
documents and take all the steps in light of opinions by the legal counsel and to deal with all
other related matters in this regard.

FURTHER RESOLVED that M/s Ahmed & Qazi, Advocates & Legal Consultants, having their
office at 402, 403, 404 & 417, Clifton Centre, Clifton, Karachi, be and are hereby appointed as
Company's legal counsel to advise on legal angles of the aforesaid transaction.

FURTHER RESOLVED that any other act be performed or step be taken which may be ancillary
and/or incidental and necessary to fully achieve the object of this resolution.

FURTHER RESOLVED that a certified true copy of this resolution be provided to all regulatory
authorities including PSX, CDC and SECP.

Ali Abbass
Company Secretary

Registered Office 26 - Mclagon Road, Lahore. Te: (92-42) 99210641-70, Ext: 3530 99213249, 942132486, Fax: 9921324
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Y /Registrar 6@ : . \';:‘\Ql\ M rrv(,:
: Modaraba Companies and Modaraba / W X/

Securities & Exchange Commission of Pakistan ) ‘“—if”
NIC Building Jinnah Avenue Blue Area '
Islamabad ' . O“/

. Septe, er% 201
Dear Sir . /Vgl 2” » Z

NBP Modaraba Recapitalization of Rs. 300 million

g | e/ 7
Z Thank you for meeting us on 13.08.2018. - f;gé//
g 7.
- Before proceeding with the modaraba recapltahzatmn transaction through further
v issue of 30 million Modaraba Certificates of Rs 10 each, total consideration Rs. 300
million, to National Bank of Pakistan in a mode kindly advised by yourself, we are
d‘% enclosing for you a draft application of NBP Modaraba Company along with
A attached documents.
2 :
‘ ° Kindly let us know if the enclosed drafts are satisfactory so that we can advise the
2 company to immediately submit the formal application for your approval.
X Yours truly
FOR AND ON BEHALF OF

AHMED & QAZI P & \hy"}“' 4
s
) S

: : \\‘ :
Mah| - Nazif Ahmed Nad®egn Ahmed
Senio‘rlAssociate Senior Associate Managing Partner

CC to:

Mr Abbas Azam
CEO -
National Bank Modaraba Management Bank Ltd.

402 403 404 417 Clifton Centre, Clifton, Karachi Phone 021 111 000 073 Fax 021 35860428
I:tlgatlon@ahmedandqam com, corporate@ahmedandqaz: com www.ahmedandqazi.com




[DRAFT APPLICATION]

Registrar

Modaraba Companies & Modaraba

Securities & Exchange Commission of Pakistan
Islamabad

Application under Rule 20A and 20B of Modaraba Companies and Modaraba Rules 1981 to
request for approval for Recapitalisation of Rs. 300 million in NBP Modaraba

n order to comply with ) d
Rs. 300 million, in view of the losses in Modaraba, whlle no current certificate holder or new
investor will be willing to invest at par, let alone such a huge amount, our parent company
National Bank of Pakistan has agreed to invest Rs. 300 million in the Modarab:: at par, i.e.
against new 30 million modaraba certificates of Rs. 10 each.

We are thus writing to seek your approval under RuIeWZOB of the Modaraba
Companies and Modaraba Rules 1981 for increasing our Modaraba Fund by Rs. 300 million
by issuing 30 million hew modaraba certificates of Rs. 10 each at par to our parent company
National Bank of Pakistan (NBP}.

Subject to your approval, within fifteen (15) of the company exercising its power under Rule
20 A, we will pay the specified fee for the additional amount by which Modaraba Fund IS
proposed to be increased, i.e. Rs. 300m.

The new Modaraba Certificates being issued will not be offered to existing certificate
holders under Rule 20B and as the company plans to issue the said certificates to NBP
otherwise than rights under Section 83{1)(b) of Companies Act 2017. As already mentioned,
in view of accumulated losses, no existing certificate holder will be willing to invest in
modaraba at par. In fact, NBP’s subscription of Rs. 300m at par will forthwith increase the
existing value of current certificate holders.

The new Modaraba Certificates proposed to be issued to NBP shall rank pari passu with the
existing certificates in ail matters including the right to such bonus or right issue and
dividend as may be declared subsequent to the date of issue of the new Modaraba
Certificates. ‘ '




NBP has already intimated PSX about its decision to invest Rs. 300m in the Modaraba. The
company further undertakes to comply with all the applicable formalities and requirements
of PSX and CDC.

In view of above, we would really appreciate your approval for issuance of new 30 million
moradaba certificates to NBP otherwise than right. Upon receipt of your approval, we will
proceed to complete the transaction at the earliest.

Yours truly,

Abbas Azam
CEO

Annexure:

1. Copies of SECP/your letters dated 05,09.2017, 05.10.2017, 02.04.2018, 28.05.2018
and 19.07.2018

2. Copy of our company Reply to SECP/your letter dated 10.04.2018

3. NBP Letter dated 13.07.2018 to PSX intimating about their decision to invest Rs. 300
million in the Modaraba

4. Draft of our company board resolution approvmg issuance of 30m modaraba
certificates at par to NBP




E————

[

[Draft Board Resolution]

-

EXTRACT OF BOARD RESOLUTION OF NATIONAL BANK MODARABA MANAGEMENT COMPANY

LTD. (THE “COMPANY”) PASSED AT ITS REGISTERED OFFICE ON DAY OF
2018 BY THE BOARD OF DIRECTORS OF THE COMPANY

RESOLVED that\Jn order to_comply with requlrementj of Registrar Modaraba Compames and

certlflcates of Rs. 10 each at par of total value of Rs. 300 million in its Modaraba naniely, First
Naiona! Barik Modaraba, be issued to Company’'s holding company National Bank of Pakistan
otherwise than rights under Section 83(1){b) of Companies Act 2017, subject to prior approval of
Registrar Modaraba Companies and Modaraba, SECP.

FURTHER RESOLVED that Mr. {insert name of the authorized person on behalf of the Company] is
authorized to dea), sign, execute all necessary documents and take all the steps in light of opinions
by the legal counsel, certified cha rtered accountant and to deal with all other related matters in this
regard. ' '

FURTHER RESOLVED that Ahmed & Qazi, Advocates & Legal Consultants, having its office at 402,
403, 404 & 417, Clifton Centre, Clifton, Karachi, be and are hereby appointed as Company's legal
counsel and [insert name of the Chartered Accountant firm) be and are hereby appointed as
Chartered Accountants to advise on legal and financial angles of the aforesaid transaction.

FURTHER RESOLVED that any other act be performed or step be taken which may be ancitlary
and/or incidental to do the above and necessary to fully achieve the object of this resolution.

FURTHER RESOLVED that a certified true copy of this resolution be provided to all regulatory
authorities including PSX, CDC and SECP. :

Certified by:

Company Secretary




Securities and gxchange! : : '
Specialized Com; '
policy, Regulation and De :

-’..,—-—'"--’.

(Modaraba’- \

SECP -
344 Decamber 3, 2018

No. <C/M/PRDD/NBP/2018"

The Chief Executive,
National pank Modaraba Management Company Limited,

Manager of First Nationat Bank Modaraba,
st floor, NBP RHQ Bullding,

26-Mclegon Road,
Lahore.

databa

Subject: A
National pank Mo

Dear Sir,
rding the subject

cember 3. 2018 rega

| am directed 10 refer to your letter dated D&
0 {other than) Right
{ Bank of pakistan,

suhject 10

noted ahove.
rity has appmved issuance of 30,000,00
ro Nationa

st National Bank Modaraba
yalue of Rs10/- per modaraba certificate,

The competent autho

modaraba certificates by Fir
amounting t@ RS300,000,000I- at par

the following conditions:

2

ba certificates shall

g of First Nationa!
ash dividend
g of issue of

than Right modara
odaraba certificate
bonus, right and ¢

guent to the dat

of 30,000,000 othet
with the existing m
il the matters including

by the Modaraba subse
daraba certificates.

The further issue
rank pari passu
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as may be declared
other than Right ma

(i)

sue of other
the date of

Company shall file returtt of allotment of the is
araba Certificates within one
ped under rule 26 of the Mod

The Modaraba
than Right Mod
allotrent

(i)

as prescti

NIC Buitding, tinnah Avenue, Blue Ared, 1slamabad.
Fax. No. 9218599 E-mail: atif.e]az@secg.gov.gk

PABXR: 62070934 Ext. 150"
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SPECIALIZED COMPANIES DIVISION

f i % SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN

vyl ADJUDICATION
SECP
— N B M:u

OQRDER 3'0/8

In the matter of

First National Bank Modaraba
Managed by National Bank Modaraba Management Company Limited

Show Cause Notices No. SC/M/PRDD-ADJ/FNBM/2018-110
Dated: April 2,2018
Date of Hearing June 5, 2018

Submissions by:

1. Mr. Abbas Azam,
Chief Executive in person and on behaif of:

0D} National Bank Modaraba Management Company Limited

(i) Mr. Rehmat Ali Hasni Director
(it1)  Mr, Jamal Nasim Director
(ivi M. Igbal Hussain Director
{v) Mr. Khawaja Waheed Raza Director
(vi)  Ms. Amir Amin Director
2. Mr, Khawaja Waheed Raza Director

ORDER UNDER SECTION 23 OF THE MODARABA COMPANIES AND MODARABA
(FLOTATION AND CONTROL} ORDINANCE, 1980

This Order shall dispose of the proceedings against National Bank Modaraba Management
Company Limited (“‘the Modaraba Company”), the managers of First National Bank Modaraba
(“the Modaraba™) its Chief Executive and Directors, initiated vide show-cause notice dated April
02, 2018 ("“the Notice™) under section 23 of the Modaraba Companies and Modaraba (Floatation
& Control) Ordinance 1980 (“the Modaraba Ordinance™).

2. In terms of the Notice, the audited financial statements of the Modaraba showed that the

True GO
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Modaraba was suffering loses for five consecutive years since June 30, 20113. The accumulated
losses of the Modaraba for the year ended June 30, 2017 were Rs.277.62 million against the total

modaraba fund of Rs.250 million, subscribed by the holders of modaraba certificates.

3. As per half yearly accounts of the Modaraba for the period ended December 31, 2017, the
accumulated losses of the Modaraba amounted to Rs.276.60 million which constituted 111% of
total modaraba fund. This indicated an erosion of total modaraba fund of Rs.250 million. The
statutory auditors of the Modaraba in their report annexed with the annual audited accounts of the
Modaraba for the year June 30, 2017 drew attention to note 1.1 of the annual accounts, according
to which the Modaraba was no longer a going concern. Due to the said reason, the financial
statements of the Modaraba were prepared on the basis of estimated realizable/settlement values
of assets and liabilitics, respectively. This resulied in recognition of additional provision of

Rs.39.07 million based on the subjective evaluation of non-performing receivabies.

4, [t is pertinent to mention that the issue of deteriorating financial condition of the Modaraba
and accumulated losses was taken up by the Registrar Modaraba with the Modaraba Company
multiple times. In various meetings and correspondence, the management of the Modaraba
submitted different plans including exit strategy from the business of the Modaraba through its
liquidation and injection of equity by the sponsors for reducing the losses and for revival of the
Modaraba. However, the Modaraba Company failed to submit any viable time bound ptan for
revival of the Modaraba despite having been provided with sufficient time and opportunity.
Consequently, the Notice was issued under section 23 of the Modaraba Ordinance to show cause
as to why the Modaraba should not be wound up since its accumulated losses as of June 30, 2017
were Rs.277.60 million and as per half yearly reviewed accounts as of December 31, 2017,
Rs.276.60 million. These losses constituwed more than 50% of the total amount subsc:ibed by the

holders of the Modaraba Certificates.

5. The Modaraba Company, its chief executive and directors were required to submit written
response to the Notice within ten days. They were also required to appear before the Registrar
Modaraba on April 16, 2018 for a persona! hearing in the matter. The Modaraba Company vide
letter dated April 10, 2018 submitted the requisite response to the Notice. On the request of the
Modaraba Company, the date of hearing was rescheduled for June 03, 2018. On the said date, Mr.
Abbas Azam, CEOQ appeared in person and on behalf of the Modaraba Company, Mr, Rehmat Ali

Hasni, Mr. Jamal Nasim, Amir Amin and Mr. Igbal Hussain. Mr. Khawaja Waheed Raza, Director

Cx
Page 2 of 4 W
ATIF EJAZ AHMED -

Deputy Director
Securities and Exchange
Commission of Pakistan

lslamabacd
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e also attended the hearing.

6. During the hearing, the CEQ of the Modaraba Company admitted the contents of the Notice
which warranted winding up of the Modaraba under section 23 of the Modaraba Ordinance. He,
however, informed the Registrar Modaraba about firm commitment of National Bank of Pakistan
{NBP), the parent company of the Modaraba Company for recapitalization of the Modaraba by
Rs.300 million to be injected in the equity of the Modaraba. In this regard, the Registrar Modaraba
acvised Mr. Azam to provide a certified copy of the decision of the board of director of NBP so
as to consider the request. The Modaraba Company vide letter dated J uly 13, 2018 provided a copy
of announcement by NBP dated July 13, 2018, indicating that the board of directors of NBP in its
meeting held on June 22, 2018 resolved to inject Rs.300 million in the equity of the Modaraba,

7. In view of the development that the parent company, NBP had decided to inject funds in
the Modaraba to revive its financial position, the Registrar decided to provide another opportunity
to the Modaraba Company to continue and turnaround the Modaraba by utilizing the funds in the
best interest of the certificate holders. The Modaraba Company and the consultants of the
Modaraba vide letter dated October 2, 2018 filed a formal application dated September 4, 2018 in
terms of section 83 of the Companies Act, 2017 for issuance of new modaraba certificates (other
than right) at par value of Rs.10 each, valuing Rs.300 million to NBP. The approval for issuance
of other than right modaraba certificates was granted to the Modaraba Company on December 3,
2018.

8. Subsequent correspondence and emails exchanged between the Modaraba Company and
this office, revealed that the Modaraba Company had sought no objection of the proposed injection
of funds from the State Bank of Pakistan, which till date has not granted the requisite NOC.,

9. [ have considered all the relevant facts, position of law and have also perused the
decuments placed before me. The written submissions of the Modaraba Company were examined
and discussed in the hearings at length. Sufficient time has been granted to the Modaraba Company
for recapitalization of the Modaraba. However, it has miserably failed to come up to its
commitment to inject the funds. The matter of injection of funds in the Modarat_)a is lingering on

since July, 2018. The continuous losses of the Modaraba during the fast five years have wiped out

almost the entire paid up fund of the Modaraba. Due to non-availability of working capital, entire

business activities of the Modaraba are at halt. _ w@
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10.  As per annual audited accounts of the Modaraba for the years ended June 30, 2018 and
June 30, 2019, the accumulated losses of the Modaraba are continuously increasing and have
reached to Rs.285,810,707 and Rs.316,065,303, respectively. The equity of the Modaraba is
already negative and there are remote chances of revival of the Modaraba and resultantly any return
accruing to the modaraba certificate holders, under the above circumstances. Among other items,
operating expenses alone of Rs.71.81 million (2018) and Rs.52.35 million (2019) are contributing

towards further deterioration of public funds every year.

11. As per audited accounts for the year ended June 30,2017, 2018 and 2019, the accumulated
losses of the Modaraba have exceeded more than fifty percent of the total amount subscribed by
the Modaraba Certificate holders. The Modaraba Company failed to arrest further deterioration in
both asset quality and performance of the Modaraba with the result that the accumnulated losses
have in fact exceeded more than 100% of'the paid up fund. I am, therefore, of the considered view
that in order o safeguard the interest of the certificate holders and to stop further accumulation of
losses, it is just and equitable to initiate winding up proceedings of First National Bank Modaraba

through Modaraba Tribunal, in the public interest.

12. Based on the above facts, I, therefore, in exercise of powers conferred under section 23 (H
(ii) {b) of the Ordinance hereby declare that as the accumulated losses of the Modaraba have
exceeded more than fifty percent of the total amount subscribed by the modaraba certificate

holders, it may be wound up in the pubtic interest by filing an application for winding up before
the Modaraba Tribunal Lahore.

13. Nothing in this Order may be deemed to prejudice operation of any other provision of the
Modaraba Ordinance, providing for the prosecution or imposition of penalties on the CEO or
Directors or the Modaraba Company in respect of any default, omission, contravention of the

Modaraba Ordinance and Modaraba Rules, 1981, committed by them.

t4.  Issued under my hand and seal this 31 day of October 2019.

(Bushra Aslam)
Registrar
Modaraba Companies and Modarabas

A Exchange
and Exc
%e:t‘i‘lll:.nil sion of Pakistan
Certifiad to b2 True Gopy -
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. BEFORE THE HONORABLE MODARABA TRIBUNAL, LAHORE "
: (Modaraba Jurisdiction)

Misc. Application No. of 2020
in
Modaraba Application No. of 2020

In the matter of First National Bank Modaraba, managed by National Bank
Modaraba Management Company Limited

Registrar Modaraba Companies and Modarabas

i

i

S of
Raial
e
. P

Versus
National Bank Modaraba Management Company Limited etc,
(Petition Under Section 23 Of Modaraba Companies And Modaraba (Floatation

And Control) Ordinance, 1980 Read With All Other Enabling Provisions Of Law
For Winding Up Of Respondent No. 1 Modaraba Company)

APPLICATION FOR DISPENSATION OF CERTIFIED COPIES

Respectfully Submitted:

1 That the applicant has filed the accompanying application, the contents of which

may kindly be read as an integral part of this application.

2 That the applicant has filed the uncertified copies of certain documents, as their

certified copies not readily available.

3 That the same shall be submitted as and when they will become available.

PRAYER:

Under the circumstances, it is most respectfully prayed that this Hon’ble Court may be
pleased to dispense with the requirement of filing certified copies.

Any other relief which this Hon'ble Court may deem appr@pmate may also be awarded.

P 9
N N W “%"JLM

Applicant

Through ‘ //, (\| //

Ruman Bilal

Advocate High Court
C.C. No. # P-GW-48254
CNIC: 34101-6280940-7
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BEFORE THE HONORABLE MODARABA TRIBUNAL, LAHORE 3
(Modaraba Jurisdiction)

Misc. Application No.
in
Modaraba Application No.

of 2020

0f 2020

In the matter of First National Bank Modaraba, managed by National Bank
Modaraba Management Company Limited

Registrar Modaraba Companies and Modarabas
Versus

National Bank Modaraba Management Company Limited etc

(Petition Under Section 23 Of Modaraba Companies And Modaraba (Floatation And Control)

Ordinance, 1980 Read With All Other Enabling Provisions Of Law For Winding Up Of
Respondent No. 1 i.e. First National Bank Modaraba)

APPLICATION FOR DISPENSATION OF CERTIFIED COPIES

davit of: Miss Bushra Aslam, Registrar Modaraba Companies and Modarabas, having its
ATy A iti

S é'{ $.047 X1 A\ office at Securities and Exchange Commission of Pakistan, NIC Building, 63-Jinnah
OBt o\ A Islamabad
@é’g,& 0617 2% A\ Avenue, [slamaba

at the averments as contained in the accompanying application are correct and

true to the best of my knowledge and belief and nothw% "has*been concealed there
from.

/ DEPONENT
VERIFICATION N

g

Y

Unl
Verified on Oath at Lahore on this 43 day ofMay, 2020 that the contents of this affidavit
are correct to the best of my knowledge and belief.

2t

TR,

Certifion t“~ -~ Mr- rhovelunger! -
Was JDeciara L 43 ‘ 2 ﬂ/g L ’:
by NMr/Ws. Hd £ " LY % bt :

S/o, B/g,

Pr

/' DEPONENT

C.C.No .

Ide:‘.tiﬁe " Per :
Date: ’
( M
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POWER OF ATTORNEY

BEFORE THE HONORABLE MODARABA TRIBUNAL, LAHORE
(Modaraba Jurisdiction)

Modaraba Application No. of 2020

_ ;o For . Petitioner /Applicant
- Registrar Modaraba Companies and Modaraba

Plaintiff/Petitioner/Complainant

Versus

First National Bank Modaraba Managed National Bank Modaraba Management Company
Limited and Others

Defendant/Respondent/Accused

Fixed FOr ..o e

|/ We the undersigned do hereby nominate and appoint Mr. Ruman Bilal, Advocate to be the Counsel in the above
matter for mefus and on my/our behalf to appear, plead, act and answer in the above Court or any appellate Court or
any other Court to which the business is transferred in the above matter and to sign and file petitions, statement,
accounts, exhibits, compromises or other documents whatsoever, in connection with the said mater or any matter
arising therefrom and also to apply for and issue summons and other writs or sub-poena and to apply for and get issued
any arrest, attachment or other execution, warrant or order and to conduct any proceeding that may arise there out
and to apply for and receive payment of any or all sums or submit for the above matter to arbitration and to employ any
other Legal Practitioner authorizing him to exercise the Power and authorities hereby conferred on the Advocate
whenever he may think fit to do so.

He is further authorized to negotiate / settte, compromise and withdraw any proceedings from Civil Court, Tribunal,
High Court and Supreme Court. He is further authorized to represent us, sign documents on our behalf, give statement
in the Court and submit arguments ora! or in writing.

AND to do all acts legally necessary to manage and conduct the said case in all respects, whether herein specified or
not as may be proper and expedient.

AND |/ WE, hereby agree to ratify and confirm all lawful act done on my/our behalf under or by virtue of these presents
or of the usual practice in such matter subject to the terms regarding fee.

PROVIDED always, that if the case may be dismissed in default, if it be proceeded ex-parte the said counsels shall not
be held responsible for the same and hereby agree that in the event of the whole fee agreed by me/us to be paid to
the advocate remaining unpaid he shall be entitled te withdraw from the prosecution of the said case until the same is
paid.

IN WITNESS Whereof |/We have hereto signed at Lahore on this day of May, 2020.

Executant(s) /

Ruman Bilal
Advocate High Court
CC. No. P-GW-48254
Mob: 0322-3110111
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